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PRINCIPAL OFFICIALS
OF THE GOVERNMENT OF THE REPUBLIC OF KOREA

Prepared by the American Embassy, revised to April 1, 1952

Romanized spellings of all names given below are based on
the McCune-Reischauer system for Romenization of Korean
names, except for individuals who have adopted English
spellings of their own., In such cases the McCune-Reischauer
system for Romanization of Korean names spelling follows

in parentheses, Officials in positions marked with aster-
isks (¥) sit on the State Council; those in positions

marked with double asterisks (%) are present at State
Council meetings, but have no vote,

THE PRESIDENT Syngman RHEE (YI SUng-man)
Secretary KO Chae~Pong
Secretary HWANG Kyu~Mydh
Secretary IM ChBl-Ho

THE VICE PRESIDENT KIM S8hg-Su
Secretary KIM Siing-Mun
Secretary SIN To-sdng

*THE PRIME MINISTER CHANG MySn
Secretary SONU Chong-on
Secretary CHONG Yun-Cho
Secretary KWON Chong-Kiin

MINISTRY OF HOME AFFAIRS
%MINISTZR CHANG SBk-yun
Vige Minister (None)

Chiefs of Bureaus:

Provincial Affairs HAN Hi-S®k
Public Security YI Tk-HUng
Public Works YI Pong~In

MINISTRY OF FOREIGN AFFAIRS

b A )
#Minister PYON Yong-T'ae
Vice Minister KAL Hong~ki

Chiefs of Bureaus:

Political Affairs KIM Tong~Cho
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Trade
Information
MINISTRY OF NATIONAL DEFENSE
¥Minister
Vice Minister
Chief of Army General Staff
Chief of Naval Operations
Chief of Air Staff
Chiefs of Bureaus
First Bureau
Second Bureau
Third Bureau
Fourth Bureau
MINISTRY 6F FINANCE
#Minister
Vice Minister
Chiefs of Bureaus:
Financial Institutions
Taxes
Accounts
Customs
Monopoly
MINISTRY OF JUSTICE
¥inister
Vice Minister
Chiefs of Bureaus:
Prosecution
Penal Administration
Legal Research
MINISTRY OF EDUCATION
¥Minister

Vice Minister

CHOE Kyu-Ha

PAX Ch'ang-Chun

SIN T'ae-yong

Maj. Gen., KIM Il-Hwan
Mej. Gen. YI Chong-Ch'an
Rear Adm. SON #Woh-Il

Maj. Gen, KIM Ch®ng-Yol

Brig. Gen, SON S&ng-Kyom
Brig. Gen, YI Son-Kun
Brig. Gen. KANG Yong-Han

Col. PAEK Hong-Sok

PLKE Tu-Chin

PiK Hi-Hyon

SONG In~Sang
IN Tlae-Sik
CH'OE To-Yong
KiNG Song—~Tlae

KIM CH'i-Yong

30 Sang-hwan

Min Pok-Ki

SIN Un-Han
CHOE Se-Hwang

HONG Chin-Ki

George PAEK (P4iEK Nak-Chun)

KO PyBng-Kan




Chiefs of Bureaus:
Common Education
Higher Education
Technological Education
Culture

Textbooks

P4AK Hi-Py3ng

KM Tu-Hon

P4LK Ch'51-Chae
(presently vacant)

CH'OE HYon-Pae

MINISTRY OF /GRICULTURE aND FORESTRY

#MINISTER

Vice Minister

Chiefs of Bureaus:
Agricultural Admin,
Food Administration
Lnimal Husbandry
Farmiands
Forestry

MINISTRY OF COMMERCE AND INDUSTRY

#Minister

Vice Minister

Chiefs of Bureaus:
Commerce and Trade
Mining

- Fisheries
Utilities
Industry
MINISTRY OF SOCIAL AFFLIRS

*Minister

Vice Minister

Chiefs of Bureaus:
Labor
Social Affairs
Women'!s Affairs

Relijef Affairs

HIM In-SSp

WON Yong-Sok

KIM PyBng~-Yun
HYANG Tong~Chun
YI Kin-T'ze
HWANG Chong-Kyu

NiM Pong-Sun

Yi Kyo Sdn

YI Pyong~Ho

KB Kyu Min
KIM Chong-S3k
CH'OE So-I1
PLE ﬁhg—To

CHU I-Hoe

CH'OE Ch'ang-Sun

KIM Yong-T'aek

HAN Mong-Y6n
PAK Chun-Szp
YU Kak-Kyong

YI Hydn-~Choe




MINISTRY OF TR.:NSPORTATION

*Minister

Vice Minister

Chiefs of Bureaus:
Rail Transportation
Marine Transportation
Engineering

Mechanical and Electrical
Affairs

Finance

Supply

MINISTRY OF COMMUNICATIONS

#Minister

Vice Minister

Chiefs of Bureaus:
Postal 4dministration
Communications
Telecommunicat ions
Insurance

Accounts

MINISTRY OF HELLTH

¥Minister

Vice Minister

Chiefs of Bureaus:
Medical Administration
Preventive Medicine

Pharmaceutical iffairs

OFFICE OF ADMINISTRATION

#*Director
Deputy Director
Chiefs of Bureaus:

Personnel

KIM SBx-Kwan

KIM SBk-Mydng

CHU Hong-Man
HWANG Pu-Kil

YI Pong-In

KiNG Yong-Chik
AN Mu~Kydng

KIM Yun-Ki

CHO Chu-yang

KLNG Chik—Sun

KIM Pong Y51l
YI Chae Kon
KIN Son-Chu
KIM ﬁﬁ—Ch'ang

YI Trae-Yong

CH'OE CHAE Yu

Chdong Chun-~kio
SONG Hyong-Nae
PAEK Haeng~In

CHONG Kyong~Mo

HAN Tong-Stk
YUN S5k 0

CHONG Un-Kap




Accounts
OFFICE OF PLANNING
##Director
Deputy Director
Chiefs of Bureaus:
Budget
Economic Planning
Materials Mobilization
Prices
OFFICE OF LEGISLATION
*#Director
Deputy Director
Chiefs of Bureaus:
First Bureau
Second Bureau
Third Bureau
OFFICE OF PUBLIC INFORMATION
. #*Director
Deputy Director
Chiefs of Bureaus:
Public Information
Statistics

Broadcasting

(presently vacant)

PAEK Tu~Chin (acting)

PLK Hi~Chan (acting)

(presently vacant)
H/M Tok-Yong
KI¥ Yong~Chin

KANG Ki-S8k

SIN Tlae-Ik

Kang Myong-0 k

PAK Il-Kyong

(presently vacant)

YI Ktin-Sang

Clarence RYEE (YI Ch'ol-Won)

YI Hon-ku

YI Kin-Hyok
TAK Chang-Che

N O Ch'ang-Song

PROVISIONAL OFFICE OF PROPERTY CUSTODY

Acting Director

Deputy Director

Chiefs of Bureaus:
Property Control
Property Disposal

Financial Affairs

YU Wan-Chtang

SIN Yun

SONU In-S3
YI Chae-Hang
CH'OE Yun-Ki




PROVISIONAL OFFICE OF SUPPLY
Director
Deputy Director
Chiefs of Bureaus:
Allocations
Operations
Adjustment
Accounts
PROVISIONAL OFFICE OF PROCUREMENT
Director
Deputy Director
Chiefs of Bureaus:
Adjustment
Markets
Procurcment,
BOARD OF AUDIT
Chairman
Vice Chairman
Chiefs of Bureaus
First Bureau
Second Bureau
Third Bureau
Fourth Bureau
CIVIL SERVICE COMMISSION
Chairman
Permanent Member

Chief, Bureau of
Civil Examination

INSFECTION COMMISSION ..
Chairman

Committeemen

HYON Kon

H'N Hong-I

U Cﬁang-Chun
YU Kwan-Yol
(presently vacant)

CHOE Yun-Ki

(none)

HWANG Chong-Yul

(presently vacant)
(presently vacant)

0 Tae-~Yong

HiM Ttae-Yong

CH'OE HAi-Yong

KM Kyu-Min
PLE Ch!'31-Se
Hik Sok-Hun

IM Stng-Yol

KIM Pop~IN

CHIN Sung-Nok

YIM Myong-Chik
N O Chin-Sol

CH'OE Mydhg~Su

ING In~-Tlaek




Chief, Bureau of Inspection
GOVERNORS OF PROVINCES
Kyonggi
North Ch'ung Ch'ong
South Ch'ung Ch'ong
North Cholla
South Cholla
North Kyongsang
South Kyongsang
Kangwon
Cheju
Seoul (Mayor)
South P!'yongan
North P'yongan
North Hamgyong
South Hamgyong
-NATIONAL ASSEMBLY
.Speaker
Vice Speaker
Vice Speaker
Secretary General
Chairman of Standing Committees:
Legislation and Justice
Foreign Affairs
National Defense
Home Affairs
Finance and Economy

Industry and Commerce

YI UI-Kyu
KId PSp-In
KIM Yong—Chik
YI Chong-Sik

YI Hwa-Ik

YI Hee-Ik

Y1 Myﬁhg—Kn
YI Yong~Chin
YI SSng-Tuk
PAK Ch!'51-Su
SIN Hyon-Ton
Y.NG Song-Pong
CH'OE Kyu-Ok
CHOE Sing-¥an
KIé T'ae-Son
KIM Pyong-Ydn
PAEK Yong-Yop

g
SO Sang~Yong

CHON Ho~Y3p

SIN Ik-Hi
CH.NG T'aek-Sang
CHO Pong-im

PAK Chong-Man

M Sang-Sop
YiNG U-Chong
KIM Chong-Hoe
~ 1
SO Min-Ho .
YI Chae-Hyong

KIM Hyong-T0k




Agriculture and Forestry PAK Chong-Kin
Education YI Chae-Hak
Social Affairs and Health PAK Yong-Ch'ul

Transportation and
Communications SIN Yong-Uk

Assembly Managing YI Sang-Ch'cl

Qualification & Discipline CHONG Mun-H3m

SUPREME COURT
Chief Justice KM P!'yBSng-No
issociate Justice KI¥ Ch'an-Yong
. Associate Justice KIM Tu~I1
Associate Justice PAEK Han-Song
Associate Justice YT U-Sik

DIPLOMATIC .ND CONSULAR OFFICES ABROAD

Republic or China

Lmbassador KI¥ Hong-I1
Counselor KM SSng-Yong
Consul General at Taipei (presently vacant)

Republic of France

Minister CHON Kyu-Hong

Second Secreteory SON Pydng-Sik
Hongkong

Consul General Y1 ChShg—Pang

Vice Consul PAK Ho-Chun

SCAP (Korean Diplomstic Mission to Japan)

Chief of Mission, Tokyo SIN Séng-lio
Counselor YU T'ae-Ha
First Secretary KIM Ttae-Tong
Second Secretary and
Consul for SCAP HAN Yu-Tong
- Third Secretary KANG Ch'un-Hi

1 SIN Ch!'51-Sdn

" YI 11-U




Third Secretary
1"

Diplomatic Assistant
n

3]

Osaka
Consul General
Secord Secretary
Fukuoka
Third Secretary
United Kingdom
Minister
Second Secrctary
United Nations
Observer and Special
Representative
United States of America
Ambassador
Counselor
First Secretary
Third Secretary
New York
Consul General
Consul
Vice Consul
Los Angeles
Vice Consul
San Fransisco
Consul General
Vice Consul

Junior Admin, Officer

KIM Hak-Wan
CHON Yong~Un
PLEK Nam-3ik

LN Ik-Sang

HYANG Ho-Ul

CH'QE lun-Kyong

Ki.NG S3ng-Ku

SONG Hak-Nae

YI Myo-kuk

IM Yun-Yong

Ben C. LIVB
(IM PySng~Chik

Y.NG Yu-Ch'an
KT Se-Sén
HLN P'yo~Uk

HONG Song~Uk

NAMGUNG Yom
CH'OE Yong-Chin

CH'QE Ke-~ Sun
CH!'OE Un-Sang
CHU thg—Han

YUN Chang-Son

YU Hi~-Chdk




Honolulu

Consul General KI¥ Yong-Sik
Consular /Assistant 0 Chung-Chdng

KOREAN MILIT.RY IEADERS

Lt. General YU Chae-hung Deputy C/S, ROK Army and
‘ ROK Delegate to Panmunjom
Peace Conference,

Major General YI Hung-kun C. 0. I Corps, ROK Army.
It. General PAEK SEh—yEb C. O. II Corps, ROK irmy.
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SCFEDULIE OF BRIEFING
frr the
Unified Command 1"ission to the Rcpublic of Korea

* X X K X ¥ % X X X ¥

The initial briefing on Wednesday, 9 April, will be a
comprehensive presentation of the overall problem confronting
the Unified Command in Soutk Korea. The subsequent briefings
on 10 «~ 12 fpril, will be ofva detailed nature in which
specific aspects of the entire problem will be presented, in
turn, and an open discussion invited.

Briefings are divided into daily sessions numbered as
shown btelow, Morning and afternoon sessions are scheduled for
Thursday, 10 ipril 1952; otherwise, bricfing sessions will be
limited to morning sessicns.

On 10 Lpril, c~ncurrent briefings will be held as indicated
on (i) Economic and Financial iatters, and (B) Military
Matters. Each mermber of the llissinn is invited to attend the
sessicn nf primary intercst t» him on that day.

411 briefings will be held in the Dai Ichi Building,

SESSION I
Wed 9 April 0200 - 1300 Room 327

SESSION II
A Thur 10 April 0900 - 1230 Room 327
B Thur 10 %pril 0900 - 1230 Room 321

SESSION III
A Thur 10 april 1400
B Thur 10 4pril 1400

1730 Rocm 327
1730 Room 321

SESSION IV

Fri 11 4ipril 0900 - 1300 Room 327

SESSION V
1300 Room 327

!

Sat 12 April 0900



0200
0910

0930

1015

1100

1110

1120

1130

1200

1230

1300

SESSION I

Wednesday, 9 /fpril 1952

Room 327

* K *

GENERAL SURVEY OF SITUATION AND PROBIEMS

* O K K K ¥ K N K

Introduction

An Estimate of the Problems

Political, Social, Economic
and Financial FPosition of
ROK

Civil Assistance in Xorea

RECESS

The Present liilitary
Situation

The Present Status of the
Armistice /greement

Present Flans for Expansion
of the ROK Armed Forces

Support of the ROK Armed
Forces and POWs

UNC~-ROK Administrative
Arrangements

ADJOURNME NT

General M. B. Ridgway
Colonel, W. R. Hensey, Jr.

Mr. M. N. Shirven ,

Maj, Gen, L, L. Lernitzer
Brig, Gen, W, E, Crist ’
Colonel H. L, Bays

Lt, Col, E. C. lee
G-3, GHQ, UNC

Colonel, W. L. McDowell, Jr.
JSPOG, GHR, UNC

Lt, Col, C. P. Babcock
Lt. Col. J. W, Smith
G-3, GHQ, UNC

Colonel Aubrey D. Smith
G-4, GHY, UNC

1t. Col, Lowell S, Love

. G=5, GH, UNC

Mr, Gordon Osborn
Compt, GHQ, UNC

In charge of briefing: COLONEL W. R. HENSEY, JR.

4/s, G-5, GH), UNC




0900

1040

1050

1230

In charge of bricfing:

SESSION IT A

Thursday, 10 fpril 1952 (4.M.)

Room 327

* x*

THE CIVILIAN ECONOMY OF ROK

¥ oK O X K X ¥

ROK Govt, and Politics

ROK Vested Property

ROK Agriculture

!

RECESS

Korean Fisheries

Korean Mining

Rorcan Industry

Korean Power

Korean Land Transportation

Korean Water Transportation

ADJOURNMENT

Dr, Alfred Oppler
G~5, GHQ, UNC

Dr. Alfred Oppler
G-5, GHY, UNC

Dr. Raymond Culbertson
G~5, GHY, UNC

Mr., Luther Long
UNCACK

lr. Albert Solomon
G-5, GH?, UNC

Mr, Max Laupheimer
G-5, GHQ, UNC

Mr., Albert Solomon
G~5, GH}, UNC

Mr, William Thurman
G’-S’ GHQ,’ UNC

ICdr George Heidenreich
G-5, GH?, UNC

YR. HAYNARD N, SHIRVEN

Assistant for Government Matters

G-5, GH), UNC




SESSION IT B
Thursday, 10 4pril 1952 (4.M.)
Room 321
* X ¥

IEVELCPMENT OF THE ROK ARMCD FCRCES

* ¥ K K K X ¥

0900 ROK Industrial Potential Mr. Max Laupheimer
for Support of the ROK
Armed Forces

0925 Analysis of the Supply It, Col, Lowell S, Love
Program for Providing Raw
Materials and Semi-finished
Products

0950 ROK Manufacturing of End Items Lt, Col. Alfred S. Martin

for Support of ROK Army KMAG
1015 Discussion of the Programs Colonel Donald F, Buchwald
Relating to Organizational G-4, EUSAK

Equipment of ROK Army

a. Ordnance d. Transportation
b, Signal e, Medical

c. Engineer

1100 Program Eelating to the ROK Cdr., D. N. Morey, Jr.
Navy and llerchant llarine COMNAVFE
including a Discussion of
a Program for the Future

1145 Ln Estimate of the Econonic It, Col, Paul H, Cullen
Capabilities of the ROK to G-5, GHQ, UNC
Sup»oort its Armed Forces :

1230  ADJOURNMENT

In chargc of bricfing: COLONEL ALVE L. FENN
Assistant for Command Matters
G-5, GH), UNC




SESSICN III 4
Thursday, 10 4pril 1952 (P.M.)
Roum 327
* 3 %
THE CIVILIsN ECONOMY OF ROK (Cont'd)

SRR R TNE IR IR IR IR

1400 Korean Educaticn Major Wm. W, Underwood
G-5, GHQ, UNC
Public Health ~ni Dr. 4lbert Knight
Sanitation Mecical Secticn, GHQ, UNC
N Puklic "elfere and Mr, Irwin H. Markuson
' Refugees Meiical Section, GHN, UNC
Korean Banking ¥r. Reginnld Marlow
G-5, GHQ, UNC
Foreign Trale and Mr. Reginald Marlow
Commerce G-5, GHQ, UNC
1530 RECESS
1540 Korean Public Finance Nr., John Gotschall
G-5, GHQ, UNC
Economics of UNC Lr, slbert Sclumon
Supply Program G-5, GHQ, UNC
Korenn Labor ¥r, Dale Miekle
UNCACK

: Logistic Support of ROK Mr. Max Laupheimer
o~ G-5, GHQ, UNC

1730  [DJOURNMENT

In charge of briefing: MAJOR M4, ¥, UNDERWOOD
Exccutive Officer
Government Division
G-5, GHQ, UNC




0900

0945

1C15

1045

1130

1230

In charge of briefing:

SESSTON IIT B

Friday Morning, 11 April 1952 (4.M.)

Room 321

SR

Discussicn of a Proposed Program

Develop and Equip ROK ..rmec
Ferces so they may assume
Increasing Responsibility of
the ROK

a. Political

b, Economic

FELF Presentation Relating to
Essential /Ldministration Base
Rights irrangements in ROK
(Including Informaticn on
Prescnt ROK Air Force)

EUSLK Presentaticn on ROK
Surport of UN Forces

Discussi.n of Claims,
Jurisciction, Installation
Utilizaticon and Other Factors
to be Resolved by the ifissicn

Discussivn of idministrative
and Base Richts irranguments
in ROK fcr UN Forces

L 4
ADJOURNMENT

0% % ¥ %X

ILt. Col., Lowell S. Love
G-5, GHQ, UNC

Colonel Don Z. Zimmerman
D/O FELF

Colonel Donald F, Buchwald
G-4, EUSALK

It. Col. Aldo H. loos
J4, GHO, UNC

It. Col. Gerard B. Crook

J4, GHY, UNC

COLONEL 4LV L. FENN

Lissistant for Command Matters

G-5, GHQ, UNC




SESSION IV
Friday afterncon, 11 ipril 1952 (P.M.)

Room 327

o3 s
36 3 3%

CAVILL.N SUPPLY: U.N. USE OF LOCAL CURRENCY

LR S S T R

1400 Civilian Supply

a, Programs Lt. Col, Lowell S. love
G-5, GHQ, UNC

b. Procurement Lt. Cul, Harcld V. Hatter
G-4, GHQ, UNC

¢. Distributicn Ccl, Robert C. Reoss
UNCALCK

1600  RECESS

1610 U. N. Whan (Wcn) 4Advances Mr. Gordon Osborn
. Compt, GH), UNC

1710 Discussicn

1800  ADJOURNMENT

In charge of briefing: CCLONEL IOUIS T. HEATH
DAC/S, G-5, GHQ, UNC




SESSION V
Saturday, 12 Lpril 1952
Foom 327

* ¥ *

CIVIL ASSISTLNCE; NEGOTIATIONS WITH ROK

* X ¥ K ¥ H ¥

0900 Eighth Army Civil iffairs Colonel Harold L, Bays
C4S, HJ, EUSAK

1000 Operations of UNCALCK Brig, Gen. W, E, Crist
CG, UNCACK

1100 RECESS

1110 ROK-UNC Negotiations UNC NEGOTIATING PANEL

v Mr, M. N. Shirven,
Chairman
Col, H. L, Bays
Mr, G. D. Osborn
M, S, H. Simes
Mr, G. Strong

1200 Discussion

1300 ADJOURNME NT

END OF BRIEFING

In charge of briefing: COLOXEL W. R, HENSEY, JR.
IC/5, G-5, GHY, UNC
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EXFLANATION OF SQME OF THE ABBREVIATIONS

WHICH WILL BE USED DURING THE BRIEFING

8 April 1952

BOK: Bank of Korea
CINCFE: Commander-in-Chief, Far East
CINCUNC: Commgnder-in-Chief, United Natione Command
COMNAVFE: Commender, Naval Forces Far Hast -
CRIK; Civilian Relief in Koree
ECA: Economic Cooperative Administration
EUSAK: Bighth U, S. &rmy in Koree

(ADVANCE in Seoul; MAIN in Taegu)
TEAF: Far East Adr Forces |
¥EC: Far East Command
FFA: Federation of Pinancial Associates
GARICA: Government Relief in Occupied Areas
JLC: Japen Logistical Command
JSPOG: Joint Strategic Plene and Operations Gro.up
KEPCO: Xorean Electric Power Co.
XiRs Korean National Reilway
EsC: Eorean Service Corps
KMAG: Korean Military Advisory Group
KQSKO: Korean 041 Storage Co.
ROK: Republic of Korea
ROKA: Republic of Korea Army
3CAP: Supreme Commander for the Allled Pavers
SEC: ECA Progrem, Korea
SKO: Civilian Relief in Korea Program
SUN: United Nations Donations for Relief in Korea
Uc: Unified Command
UNC: United Nations Command

UNCACK: United Nations Civil Aesistence Command in Korea

UNCURK: United Nations Commission for the Unifieation and Rehabil-
itation of Korea

UNKRAS United Nations Korean Reconstruction Agency
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OPENING REMARKS BY COL., WALTER R. HENSEY, JR.
ASSISTANT CHIEF OF STAFF, G-5, GENERAL HEADQUARTERS
UNITED NATIONS COMMAND

First, I wculd like to menticn the program we have
prepared fcr you, and say that we prepared this briefing
schedule without toc much liaison due to the press of time.
It is a tentative schedule and is, of course, subject to
change in accorcance with your desires.

This morning, from 9 until 1, will be spent in giving
you an overall picture.of the Korean situation. The fol-
lowing three days, the same subject will be tcuched upon,
but in greater detail and in certain instances by separate
conferences as indicated in the agenda furnished you. This
afterncon General Ridgway will receive Mr. Meyer and such
members as Mr. Meyer may desire to bring at 2:30. Tomorrow
is a full day's schedule with two separate conferences.

We had to do this in order to consclidate the schedule
somewhat as the American Ambassader in Korea is very
desirous that the Mission arrive in Korea at the time
originally planned. However, I do not believe that any-
body will miss anything anc¢ everybody will get the informa-
ticn they need. The day after tomorrow we again have a
single conference from 9 to 1, the afternocn being free,
Saturday afternoon is alsc free,

We plan to depart for Korea on Sunday at whatever
time is satisfactory. The Chief of the Missicn, and those
members selectcd by him will fly to Seoul, where
General Van Fleet wculd like to discuss his views on the
Korean situaticn. The remainder of the Missicn will go to

Pusan. Still c¢n Sunday, the Chief cf the Mission is scheduled
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to return to Pusan and meet the American Ambassador who has
arranged é meeting with the ROK officials on Monday bhe li4th,

That is the schedule we have set up, and it is subject
to change in accordance with your wishes, If you have any
desires, please make them known and we will attempt to
carry them cut.

The first speaker, after his imtroducticn, will give
an estimate of the problem, and I will attempt %o outline
very briefly three things: The organization of the whcle
United Nations for the relief;, support and security of
Korea. Secondly, the areas which require investigation in
the opinion of GHQ, and EUSAK. I trust you are all familiar
with the term EUSAK — the Eighth United States Army. In
this comnection, there are several abbreviations that we
use; they are listed in the back of your Agenda. Thirdly,
some of the high points of cur difficulty. I have prepared
a chart » gentlemen, toc end all charts. I tried to reduce
the number of lines, but I was not very successful.

(CHART)

We have, naturally, the United Nations and the General
Assembly, who cesignated the United States Government as the
Unified Command for this operation. The Wnited States Gov-
erhment in turn designated the Department of the Army as
its Executive Agent. The Department of the Army as the
Executive Agent, known as the Unified Command, designated
the Commander-in-Chief, Far East, as the Commander-in-Chief,
United Nations Command. The Commander-~in-Chief, in turn,
has delegated all responsibility in the territcry of Korea
to the Eighth Army, and in Japan to JLCOM (Japan Logistical
Command). This does not include the Navy and the Air Force

which will be discussed later.
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For the support missicn, other than the military mis-
sion, the Eighth Army organized UNCACK, the United Nations
Civil issistance Command in Korea. They set up in addition
to the regular Corps and Division tea.fns , -certain additional

vtea.ms in the Corps areas, and formed a second logistical
command for the Corps areas., UNCACK, in turn, forms certain
teams which will be discussed by the Eighth Army shortly.

‘The United Nations General Assembly, when it looked
as though we were about to ccaquer Korea, formed the United
Nations Conmis‘sion on the Unification and Réhabilitation of
Korea (UNCURK). This is a seven-nation commission consist—
ing of the Philippines; Thailand, Australia; Chile, Nether-
lands, Pakistan, and Turkey, At the present time, Minister
Jemes Plimsell of Australia is the Chief Delégate s
Mr. George MatheWé, the principal secretary, and they are
located in Pusan. They have remained in Korea, but they
haven't had the opportunity to do much unifying. Recently

MMr. Cordier, Executive Assistant to Trygve Lie, .visit‘ed

Korea and as a result UNCURK has been somewhat rejuvenated
and I believe they are considering many of the problems which
méy arise in Korea at the present time, from the political
point of view,

On 1 December 1950, the United Nations General Assembly,
by resclution, set up UNKRA, or the United Nations Reconstruc—
tion :L\gency. They also set uﬁ the UNKRA Advisory Committee
of five nations membership (one of which is the United States)
who generally advise UNKRA. UNCURK, however, have the
responsibility of telling UNKRA where and with whom to
operate in Korea, and with the Repmialic of Korea.

We have formed what we thlnk is a workable plan which
may prove to be a pattemn for any future operations of this

sort and wherein we will try to integrate UNKRA into the
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operation.

"A great effort was made on the part.of this headquar-
ters to find out whether the military could turn the job of
keeping a 21-million people nation clicking with a separate
organization. That might be done in some other country, but
in Korea, we could not find the solution. There is only one
principal port and that is Pusan. If ycu try to draw any
lines you find that you don!t have any port, and you don't
have any railroads. It must be a Joint operation. And, of
course, during military operations the military commander
must have the supreme authority. Acccrdingly, we have worked
out what we think is a very satisfaotory arrangement with
UNERA, and they are in the process now of working in.

In Washington, of course, there is liaison between the
Unified Command, U. S. Government, and UNKRA. They have a
Committee alsc which was fcrmed after this chart was made,
but I don't have the details on it. In Tokyo, we have also

formed a Joint Committee which meets once a month, or more

often to discuss matters of personnel, projects, and finances, -

etc, In Korea, as well, the Eighth Army and the UNKRA Korea
office have formed a Joint Committee, - Generally speaking;
plans discussed ;n Korea are referred back to the Tckyo Joint
Committee and, if necessary, back to Washimgton; or, on the
other hand, they may come from Washington, and we try to
keep these three Committees tied tcgether. The purpose of
this is, within the shortest possible time after the cessa-
tion of h;stilities, to phase the operation over to the
civilian organization, in this case UNKRA. It is agreed
now that 180 days after the cessation of hostilities, as
determined by the Unified Command, that we shall give UNKR%
full responsibility and remain on the scene only to give

assistance in transportation, and other cdds and ends.




QUESTIONS AND ANSWERS:
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Does UNCsCK distribute relief supplies dcnated by other
countries and voluntary orgmizations?

Yes, sir.

That joint committee ycu referred te, how is it formed?
Two members of the UNKRA offices, the Deputy igent
General (Sir Arthur Rucker) and General Llcyd, his
assistant. General Crist represents the Eighth army
on the Committee, It is a name designation., It is a
staff responsibility to see that the proper people in
the United Nations Command staff meet.

What was your statement in regards to 180 days?

180 days after the cessation of hostilities as determined
by the Unified Command, U, S. Government. It is up to
them to determine whether it is a cessaticn cf hcstili-
ties,

The final decision is made by UNCACK?

In the Far East, the final authcrity rests on the
Commander-in-Chief, United Nations Command (General
Ridgway). He has final authority in everything in Korea
at the rresent time., In Kcrea, ‘E,he Commanding General
of the Ejghth Amy, General Van Fleet, has complete and

coverall zuthority at the present time.

COLONEL GOSORN: With regords to that Mamo of Uncerstanding,

one impcrtamt thing is that this is only a staff, We
simply saw to it that if any deeisicn or if anything

was reccmmended by the Committee, ;,hat ncthing goes

into aection on it except comiqg dewn tc the proper com—
mand. The Committee dvesn't crder anyboly to do anything.

It is purely a staff, !

5
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RESUMPTION OF SPEEEH BY COLONEL HENSEY

This chart here is the organization ofthis headquarters
which is more or less standard, except that they have added
a G-5 section. All sections in the headquarters are inter-
ested in this project; G-5 doesn't have anything e::cep£ a
coordinating respcnsibility. But generally speaking, we try
to work with a full staff. G-§ is the next most interested,
and they have the prccurement, distribution, and stcrage cf
supplies.

G~5 is separated intc Supply Program Division, Analysis
Repert Division, and a Government Division. I crganized
the G-5 secticn with an Assistant for Ccmmand Matters and an
Assistant for Government Matters, feeling that there were
two separate sides to this Civil Affairs business. (1) The
Assistant for Government Matters conducts liaison with the
embassie;, and governments, and keeps track of changes in
pclitical aspects, etc. (2) The Assistant for Command Mat-
ters coordinates with the Navy and the Air Force and with any
particular commissions set up to handle a particular phase
of an operation. These gentlemen are free tc do planning
as well, utilizing any G-5 divisions necessary.

In the Supply Program Division, the requirements for
Korea ccme in from the Eighth Army, and are screened by the
G~5 Government Division and are finally put together over
here. The Government Division shculd, so far as they can,
adjust any programs. For example, we get a lot of enthuaiagm ™
on the part cof vetermarians who want to -but in a %750,000 pro-
gram for breeding pigs, or scmething aimilar. That doesn't
leave much rocm to bring in fertilizer, DDT powder, hospital
unit& , and a lot of other things. Scmebody has to balance

these prcgrams. For instance, everybody might want to bring

all their supplies in in lay, and obviously they couldn't co

A
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that. The object is to balance the orogram md see that it
is propérly phased, and after that has been done here, the
program people actually put out the program. It is revised
cnce a month.

This Program Division also handles the programming of
raw materials for the ROK Armed Forces, which is a subject
that needs considerable attenticn. It is sort of growing like
Topsy. Everything has been an emergency, and 52 million dol-
lars has gone thru my shop, either in G-5 or in the G4
Korean Eccnomic Aid Division. My feeling now is that we can't
consicer the next 12 menths an emergency. We have to plan
the prcgram to find what the ccst will bé — purely raw
materials for the ROK Armed Fcrces. They are things tc make
uniforms, socks , drawers, messkits, etc., and things that you
would normally expect the indigencus people tc be able to
preduce for their own army, but not guns, ammunition, and
that sort cf thing. It is essential that this program handle
that for this reason. VWe had twe programs going — one
~ c¢ivilian, and cne military — and we found that we had
orcered an identicel amount of tin plate tc make tin cens,
and we also found that the -facilities in Kerea could only
handle half that much. We cancelled half of the tin plate and
saved a lot of warehouse space and spending a lot of mcney.

The Government Division is divided intc three branches,
the pclitical, eccnomic and the social, 1In the pclitical
branch, there aré a number of things of interest to the
Commander-in-Chief and the Commander of the Eighth Army in
the govermment with which we are concerned. We must keep
track of the pclitical trends and changes, and what the
géneral effect these will have on the country. The econcmic
branch has to do with fcreign trade, commerce and incustry,

and utilities. The sccial branch has tc dc with eluecation,
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public safety, displaced persons and labor.

All of the people in this G-5 are dcubling in brass in
many cases. We don't have a man for the every one of these
things, but we have toc keep our finger on these things for
two reasons: one, to pass on the policy received by us from
Washington on to the subordinate eommand; and, "secondly, to
keep the Commander-in—Chief here advised in all fields.

These people in G-5 utilize our special staff sections
and utilize the field agencies whe actually do the work. We
help all we ean and we visit so that we know what's going on,
but the pecple whc dc the work are the people on the ground,

either- JLCOM or the Eighth Army.

QUESTIONS AND 4NSWERS:

Q. I notice under the Government Divisicn, the pclitical

/

/branch s y'cu have Finance listed under the political

branch rather than unier the eccnomic branch, What

is the reason for that?

A | That is because I had to cut down on the number of
branches., Actually, properly speaking, this Finance
and Banking shculd be moved cver here uncer the eco-

nomic; hcwever, the public finance is completely politi-

cal in Korea, with the budget and floating of loans, etc.

Q. What is the relaticn between G-5 and UNCACK?

A." None,except through technical channels. The closest
thing that corresponds to G~5 in the Eighth Army is
Colcnel Bay's Civil issistance Section. UNCACK is
a major command, just like a major division or ccrps
which has a civil assistance mission. UNCACK might
be likened tc KMAG which is & command in itself;
they handle the military end whereas UNCACK handles
the civilian end — however, they cross considerably

at varicus spots. .
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New; if we want certaih'téﬁsnic !iﬁfbimation that
dcesn't require policy changes, etc.; we go cirectly
and frequently to General Crist to find cut, for examplse,
what is the w-n selling fcr now; what is the price of
rice; or something like that. And when we go over there,
we visit General Crist and his pecple. But if there

is any policy change, that goes thru Eighth Army. In
Eighth Army there is the Civil Affairs Section headed
by Colonel Bays; and at the present time on a tempor-
ary basig, there is a Deputy Army Commander for Civil
Affairs, and that is General Lemnitzer,

What agency handles the payment of the Korean civilian
employees of the army?

G4 of the Eighth Army is respcnsible for the labor.
The actual payment is Jone by the Disbursing Officer
who gets his money from the funding officer.

But that is completely separate from G-5?

That is in the Eighth irmy. G-4 of the Eighth Army.

Is there any liaison between that particular agency and
Eighth Army, and UNCACK and G-57

Yes, sir. We sit down frequently and attempt tc iron
out the various problems. As an illustration, each of
the trcop units in an Engineer Battalion whc employ
labor, actually run a payroll and pay the men. The
rolicy is set by Eighth Army, which includes G4 and
invelves the Civil Affairs Section. The actual employ-
ment is down in the Division of Corps. If the Battalion
Commancer is employing 150 Kereans, he gees to his

own Disbursing Officer with the payroll and gets the
money and pays the men and turns the payroll back in,
Policy-wise it is handled by the Commanding General,

Eighth Army with his staff, The two are tied tcgether

+y
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in that G4 works for General Van Fleet as part of his

staff and so does the Civil Affairs Section. A4s to
UNCACK, they are in the same scrt of pcsition as the
9th Ccrps. They employ certain people and they are a

subordinate command.

RESUMPTION OF SPEECH BY COLONEL HENSEY

Going into the second part of my speech, first let me
state that we figure that the financial aspect of this situ-
ation is the most important single thing. The wen drawings
under the 28 July 1950 Agreement. That agreement was a
rather vague one and was drawn up with the expectation that
it would be a rather short-time affair. There is, I think,
one errcr we mace in that Agreement and that is, we used
part of the won drawings tc exchange for dollars for the
individuals who spend it for varicus activities — laundry »
souvenirs, etc., over there. The won drawings grew like Topsy.
Originally when we started cut we tried to get the ROK Gov-
ernment tc pay for labor, to pay for this and pay for that.
Little by little they defaulted on these things, and as
recently as the 19th cf Januery they defaulted again and will
nc longer feed PONS. The cnly thing we .could do then was
furnish it, or let the POWS starve., Those won drawings
actually were growing by leaps and bcunds. They went from
about one million dcllars to 6.2 millicn dollars in the
month of January, We are now taking wvicorous steps to
cut those down and are trying to find cut if some of those
expenses are properly ROK Government expenses.

The second field is the Eccnomic Field, which includes
both relief and short term econcmic aid. It also includes
a lot of other things which have not been ccmpletely inte~
grated in that prcgram. I will just mentiocn a few. The

Korean Naticnal Railway, in which we are paying higher rates
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than the civilians are payj.ng; and at the same time furnish-
ing considerable materizl — rice, coal, bridging materials,
etc. Further, we are loaning them, without rental, about
11 milliocn dollars worth of rolling stock. Of ccurse, we
are using a great part of the rolling stock ourselves, but
that is samething that will have to be worked out. The POL
distribution is anocther matter that has to be gone into care-
fully -- the coal yards and the power supply. Wefve got
three pcwer ships in there and nobody is paying anything; but
the power is glng out, and scmebody is collecting “he mcney.
We must find out who. Incidentally, those three power barges
we have over there are costing the United States Government
about three million dollars a year tc operate.

As to the ROK finances, which includes the Special
hAccount, I would like to signal to you again that when we
started this we expected that it would be or; a short-~time
bagis. We told the ROK Government +o sell as many of
these supplies as they could., Parenthstically, my two quali-
fications for this job were that, one, I had never been in
the Far East before and, two, although I had had consider-
able logistic experience, I had never been in Civil Affairs,
as such, before., Moreover, I didn't find any other people
whe seemed to be able to help me, But tc »eturn to the
sales of supplies. Instead of selling these supplies a
great many were utilized tu help pay the ROK officials, etc.
Whereas the ECA had made the ROK Government put up the money
in the counterpart fund, it wes only an overdraft on the
Bank of Korea, We just said, "Sell what you can and put the
money in the Special actount®, And it was not until UNCACK
got organiged that we were able tc follow tha‘t thru and make

these people sell. Now, having spoiled the ROKs on that
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particular feature, they are just never going to agree to
go back to the counterpart fund. However, in a way our
system is a little better in that if they don't sell the
stuff, we can simply pull it back. For example, we got
some sewing machine parts, principally for the factories
that were making uniforms for the ROK armed forces, and
delivered them to the ROK Government. They said we will
charge just 130% duty to these manufacturers that are going
to make these ROK uniforms. We haven't licked that yet.
However, in that particular first shipment, the cnly thing
to do was to divert them from the relief supplies to mili-
tary supplies and define the manufacturers as a military
ngcessity in order that they could get on with making the

uniforms withoyt paying the 130% tax.

QUESTIONS AND ANSWERS:

Q. You say that if they don't sell you can pull them back.
Do you mean not give them out at all?

A. Well, when they are landed, they are turned over to the
ROK Government., If they don't utilize them properly,
we can say, "Well, I am sorry, but we will take those
back and use them for military purposes." I am speak-
ing now of short-term eccnomic aid, but it wculd apply
to relief as well. We have to be able tc do that. We
have scme people in North Korea now, and we Jjust have
to have a lot of rice. But there is no diffj.culty

about that,

RESUMPTION OF SPEECH BY COLONEL HENSEY
The third area is the UN support of the ROK Armed Forces
and the POWS, The ROK Governmment cannct possibly support,
even with the basic necessities such as pay, clothing,

blankets, shelter, individual equipment such as mess-kits,
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and rail and water transpoftatios, for the size army that
they meed fcr security. Therefore; some means have got to
be worked cut whereby, in addiéicn to the nofmal equipment,
other assistance will be giv'en’ to the Republic of Korea to
organize, equip and maiﬁﬁain‘an army cf sufficient size to
provide proper securityffof‘them.

The questicn cf what percemtage of support cf the
POWS sHould be borne by the;Republié of Korea is a matter
we mu#t go intc. Right now the United States is bearing the
entire brunt of the POWS suppott with fhe excepticn of scme
ROK guards, amd the real estate they are sitting cn,

The fodurth area which I have listed is the need for
dome sort of an agreement, or understanding, very simiiar
4o the Administrative f-reement Precently negotiated with
Japan, to cover the use of areas, utili@ies, facilities
and the allied subjects such as claims, jurisdicfion, etc.
That is possibly cne cf the most diffieult problems but one
which can be permitted tc wait upon the Financial Agreement,

which I would say requires top pricrity.

UNCLASSIFIED

13




UNCLASSIFIED

Prepared by: MAYNARD N, SHIRVEN
Assistant for
Government latters
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POLITICAL, SOCIAL, ECCNO:IC
AND FINANCIAL POSITICH OF ROK

R Y VR VN A A A 3
A S I I S I O S S S A T

There are two fundamental facts about the Government of the

ROK., First, it is the child of the United States, It was created

by the United States, it has been preserved by the United States,

it has been made‘an instrument of the United States policy in
Asia, and the United\Sbates cannot desert it without a terrific
loss of face in a part of the world where face is more than or-
dinarily important., The Korean Government is well aware of this
circumstance, and conducts itself accordingly. Far from regarding
itself as dependent upon the good will of the United States, it
confidently believes that, at least within limits, it can call the
tune and the United States must dance. Furthermore, it is right
that belief, although of course the dependence is mutual.

The second fundamental fact is that the Korean Government 1is
ineffective in the extreme, This is not a condemnation, not a -
mofal judgment, it is simply a statement of fact. There are vari-
ous reasons for this fact, It must be remembered that from its
inception in 1948, the ROK Government has been operating under the
shadow of its communist counterpart in the Worth., It has always
been strongly coascious of both politicel and military insecuriby.
The uncertainty of American policy with respect to Korea has done
nothing to alleviate this fecling of insecurity., Furthermore, the
concern felt by all Koreans, Worth and South alike, over unifica-
tion of Korea, has kept the issue at the boiling point, with both
sides continually making threatening gestures. The constant threat

|

of war or internal strife has not been conducive to wecll-planned

and orderly administration,




Furthermore, the country has suffered from a dearth of

trained and experienced administrative and executive personnel.
Over a period of 35% years of Japancse rule, Koreans were systema-—
tically excluded from positions of responsibility in government
and business, As a result, there werc in Korca iﬁ 1945 practi-
cally no men who had had treaining or cxperience in the conduct of
large-scale affairs. Consequently, major decisions of an adminis~
trative nature have to be made by men who simply do not know how
to administer. The situntion is somewhat analogous to that which
might be expected if all division commanders in the United States
Army were suddenly to be replaced by company commonders or chap-—
lains, Good performance is the exception rather than the rule.
Corruption is alleged to be widesprecad and is not denied by the
government,

The ROK has a written coastitution based on Western princi-~
ples. Like Western constitutions, it is.subject to interpretation,
and some of the interpretations would no doubt astonish the origi—?
nzl authors. Under the constitution there is a popularly clected
nationzl assembly, which in turn elects the President., The Presi-
dent is the chief executive, and as such he appoints the various
ministers and other officials, The President is not responsible
to the Assembly, and ih fact is in frequent conflict with it,
primarily over issues of personal power, The Assembly tends to be
somewhat irresponsible, and is considerably less susceptible to
outside pressure than is the executive braanch. This has contri-
buted materially to the difficulties of the UNC in dealing with
the ROK Government,

Structurally the ROK Goverament bears some resemblance to
the French Goverament, the great difference being in the strong
position of the President. Administrati#ely there are closec ro-
semblances to the Japanese Government, especially in the civil ser-
vice, where power is gencrally in the hands of an administrative
class, with technical proficiency subordinated, This is a further

cause of administrative wegkness,
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The political immaturity of the young republic is evidenced
by the fact that political partics are based primarily on person-
alities, rather than on principles. While there are several per—
ties, it is difficult for a foreigner to distianguish any great
differences among them. All are nationalistic and anti-communis-
tic, all support a considerable degree of state socialism, and all
profess to be democratic and devoted to the welfare of the people,
It is probable that the people are not politically sophisticated
enough to support parties based on real or even fancied differ-
ences of principle. The partics serve as the avenues to political
power for their leaders, who succced by virtue of undercover al-
liances and deals., This is in accord with long tradition ianbrea,
for the last native dynasty was also characterized by the rule of %
cliques, |

The dominant figurce in Koregn politics since the liberators
has been the President, Dr. Rhee Syngman, now a man of 77 years.
The President is possessed of an iron will, which frequently seems
mere obstinacy, and a good mind, sometimes impaired by senility.
He is fanatically nationalistic, and is extremely sensitivc about
the sovercignty of his country, tenuous though it may be., His
hostility to Japan is understandable but is alsd unlimited., He
appears friendly to the United States; but has no intention of be-
coming an American puppet.

Abcut the man swirl the tides of political battle., The 4ssem-
bly is due to elect a new president next month. Dr. Rhee, after
sustaining a scries of political setbacks, has announced that he
will not be a candidate, However, this announcement is not token
too seriously as it is quite likely that Rhee, like Chiang Kai Shek,
would respond to the call of his people. If therc were a direct
popular clection, there is little doubt that he would win an over-
whelming victory. However, he does not command a majority iﬁ the
Assembly and could not be clected today., In the circumstonces, he
has sponsorcd a move for the recall of those Assembly members who

do not represent the will of their constituents. This mpve is
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extra-constitutional, but the Prcsident argues %h&p since it is
not prohibited by the Constitution it is permitted,

If Dr. Rhee does not win reelection, the principal contenders
are said to be Chang liyon, the present Prime linister,adP,A,8hin-
icky, the head of the Assembly, Neither could wield personal power
as does Dr. Rhee, and thus would have to try to put together a
workablg coalition, Whether that could be done it is impossible @o
predict,

The Korean Government has been called a lot of hard names,
among them fascist and totalitarian. Thesc epithets arc not well-
ad%ised, as I hope I have shown, It is not wisc to apply western
eriteria to the judgment of oriental institutions., Those institu-
tions are not especially mysterious, but they must be judged on
their own terms. At present, the ROK Goveranment is not a good
government by any standards, partly because it is not an effective
government, Given time and mcre favorable circumstances, perhaps
it will become the kind of government that the Korean people want,

Now let us turn our attentlon to economic matters, of Which»
the most immediately pressing is the still unrestricted inflation,
Inflation is no newcomer to Korea. Since the closing months of
World War II, it has plagued this war-torn landy Immediately fol-
lowing the crumbling of Japanese war-time controls in the summer of
1945, prices began to skyrocket so that within two ménths the over-
211 level had advanced 20 to 25 times., The United States Military
Government tock over in the fall of 1945 and succeeded in imposing
a check upon this process but it by no means brought it to 2 halt,
Neither was the newly formed Goverament of the Republic of Korea,
established three years later, able tc cope successfully with the
problem in the 18 months of M"peace" allotted to it prior to inva—
sion‘from the north in June of 1950, In this five year period, the
price level moved upward another 25 to 30 times.

. Open confliect with the Communists in mid - 1950 seemed only to

intensify the economic pressures responsible, 1In the nearly two
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of mid-March 1952 (and another sharp advance has occurred since
then), To cite a reeent dramatic example, the price of rice —
the most important commodity in the Orient — has doubled in price
over the past three months, despite frantic efforts of the Govern-
ment to hold it down,

Inflation is a phenomenon resulting from the interplay of two
opposing factors: demand and supply., In Korea supplies of physi~
cal goods and the necessities of life have long been deficient and
poorly distributed, for reasons all too obvious, This aspect of
the problem will be treated later, The monetary part of the
equation, represented by a vast and continucusly expanding quan-—
tity of money requires first attention,

In its monetary aspect, the problem of uncontrolled and dis—
astrous inflation in Korea can be directly traced to chronic im~
balance in the Public finances., Without minimizing the extreme
difficulties encountered, it is still a fact that inability of the
ROK to confine its expenditures within available revenues has
necessitated continuous ;ecourse to the printing press (operated
indirectly through Government transactions with the Bank of
Korea). The resulting outpouring of bank notes, together with ex-
panding bank credit resting upon these notes, accounts in full for
the extraordinary and excessive growth in the country's money sup-
ply.

Since Bank of Korea notes constitute more than two-thirds of
the money supply, the following figures covering bank notes is~
sued are indicative of the remarkable expansion in the monetary

supply responsible for inflation:

1939 - December 31 Ay billion Von
1945 ~ June 30 L3377 " "
1945 ~“September 30 8.680 v n
1948 - September 30 30,948 » "
1950 - June 30 66,910 v n
1951 - June 30 L17.416 0 n
1951 - December 30 557.926 " "
1952 —~ March 15 611,300 v "
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notes, coupled with the accompanying and parallel growth in bank
deposits (which combine to form the "money supply") must be limi-
ted, for brevity's sake, to the period since June 1950, when WN
Forces came to the rescue of Korea, In the 18 months subsequent
to June 1950 (June 1950 ~ December 1951) the money sunply expanded
more than 5 times, or from 122 billion won to 784 billion won, an
increase of 662 hillion won, For purposes of simplification the
major factors contributing to changes in the money supply can be
reduced to four; namely, |

1, Bank of Korea advances to ROK Goveranment

2. Bank of Korea advances to W Forces for local
currency expenses, chiefly labor

3. All other Bank loans

L. Proceeds from Sales of UN Aid Supplies
(a minus factor)

Since April 1951, the ROK Goverament has shown a cash sufplus
in its operations, resulting in steady monthly decrcases in its
aote drawings from the Bank of Korea thus warranting, for analy-
tical purposes, a division of the 18-month period into two por-
tions: (1) the 10-month period ending April 1951; (2) the eight—
month period ending December 1951,

Grouping the data in such fashion, certain facté immediately
stand forthe

1. In the first 10 months money supply increased by 340 bil-
lion won; in the succeeding 8 months the increase was 322 billion
won — indicating a slowing up in the cumilative rate of inflation,

2. ROK advances accounted for an increase of 206 billion won
in the first period; the second period withessed a striking con-—
trast, advances to ROK declining by 88 billion won.

3. WN advances came to 133 billion won in the earlier period;
in the latter 8 months they increased a further 285 billion won,

4. "All Other Bank Loans" grew only 14 billion won in the
first lO_months; the following 8 months saw them spurt by 247 bil-
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5. Proceeds from Sale of UN Aid Supplies contributed a coun-
ter-inflationary force of 13 billion won in the first period; in
the sccond period this counter—inflationary force swelled to 122
billion won,

From the above sketchy outline it is apparent that advances
to the N Forces have, ostensibly, been the prime factor (+ 417
billion won for the 18 months) in causing the inflation. It is
likewise evident that "All Other Bank Loans" (4 262 billion won
for 18 months) have been a big factor in the infla%ionary process,
also accelerating greatly in recent months., ROK advances, whide
constituting a potent inflationary force in the first period
(~ 206 billion won) tapered off abruptly after April 1951, thus
accounting for a net increase of only 118 billion won for the full
18 months. Finally, be it noted, the impressive counter-inflation-
ary force exerted by "Proceeds from Sales of Wl Aid Supplies"

(~ 135 billion won for 18 months) provides the one unadulterated
ray of hope in an otherwise depressing picture,.

What interpretatiocn can fairly be placed upon the array of
facts presented above in hasty outline?‘ What steps are possible
within the existing framework of facts which hold promise of curing
the seemingly endless spiral of inflation:

In the first place it should be emphasized that only a meager
portion, less than 10% of the UN aid now pouring into Korea in
steadily mounting volume has ever been sold for whan. Estimates
made by competent UN field personnel indicate that LO% to 50% of
incoming aid goods could Se sbsorbed by the populace at fair prices.
If and when this is done, then ample whan funds will be developed
against which WN drawing requirements can be made without infla-
tionary consequences, The surplus over and above WN needs could
be made available to the ROK as an added revenue source to bulwark
the public finances., Under such circumstaneces, in fact, it might
even be possible for the ROK to resume the financial burden of pay-

ing for the necessary goveranmental expenditures which have been
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shifted to W shoulder$ — ond of the significant factors respon-
sible for continuing large WN won drawings.

Granting this hoppy solution to one set of pressing financial
problems, and assuming & "balanced" ROK budget plus a "balanced"
IN won drawing account there still remains the problem of dealing
with’the current rapid cxpansion of bank credit. Goverament plans
recently published point to the release of more than 500 billion
won in loans for industrial rehabilitation and expansion in the
fiscal year just beginning. Since this huge amount is approxi-
mately double the amount reported as released in FY 1951-52 and
since we know that the éxpansion in "All Other Bank Loans" during
the year ending 31 December 1951 equalled 274 billion won is it
fair to assume something like a doubling of the latter figure in
FY 1952-53? If so, then the prospects of halting inflation are
dim,

It is also sobering to recall the ECA Aid Agreement signed
10 December 1948 betwcen the ROK and United States Governments.
This Azrcement specified a long list of salutary steps which the
ROK Government undertock to accomplish in return for US zids The
record of the ensuing 18 months prior to the Red Iavasion demon-—
strates that these steps, designed to "s?rengthen and stabilize
the economy", were never taken, This record is not cited for the
purpose of generating pessimism over the prospects of hammering
out a satisfactory aid agreement between the ROK and the WN,
Rather, it must be clearly understood that — the basic conditions
generating inflation being what they are — no agreement can be
genuinely effective which docs not at the same time provide ade—

quate machinery for insuring that the objectives sought will be

attained. Only in this way can inflation be halted and brought
under control,

Some consideration of the physical basis of the Korean economy
is essential to an understanding of potentialities. It is not

quite such a gloomy subject as that of public finances.
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It is characterized by a smell cultivated area in relation to the
large agricultural population, small scale farming, primitive bubt
effective agriculture methods; disregard for the principles of soil
conservation on the hillsides and mountains but with amazing ter-
racing on rice lands; the predominant position of rice in the eco-
Aomy of the nation, the importaace:of work cattle in farming and
transportation, the wide use of straw bags for every imaginable
purpose, and the comaunal living of the farmers.

Agriculture 'is the only segment of the Korean economy that has
survived the war in good condition, The best available estimates
indicate that the total disruption caused by the war has been neg~
ligible and that food ocutput during 1951 approached the level at—
tained in the closing years of Japanese rule, Production in 1951
was certainly as high as in 1947. The farmers were able to plant
and harvest excellent crops of summer grains, although the rice
crop was about 20% below average; owing to drought at time of

transplanting and continuing in same areas throughout July and

August, and to a lesser degree tc late delivery of fertilizer,

The drought had little effect on the 50 per cent of the rice lands
under controlled irrigation, which produce 65-70 percent of the
rice crop.

Tot2l food production for 1951 was estimated by WNC and State
Department experts to be 24,578,696 Suk (1 Suk - 5 bushels). Con-
surption recuirements for the year were estimated to be 24,609,000
Suk, or 3,633,012 long tons, leaving a small deficit of 4,47k long
tons between crop production and consumption requirements for the
year, The ROK Ministry of Agriculture and Forestry estimated
about 2,000,000 Suk less, while for tax ﬁurposes, the Ministry of
Finance made substantially lower estimates. When these figures
are taken in conjunction with WNC imports of relief grain, it is
difficult to believe that there is any serious shortage of food in

Korea. However, for various reagons the price of rice and other
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grains has soared exhoﬁbitantly, Among the probable reasons are
the failure of the government to enforce a comprehensive crop
collection plan, hoarding of grain by farmers and speculators,
transportation difficulties; diversion of large amounts of grain
to manufacture of candy and alcoholic beverages, and abnormal
consumption by certain segments of the population. The WNC has
unsuccessfully sought to induce the goverament to adopt comprehen-
wive food plans, Instead, the government has committed some
16,000,000 of its limited foreign exchange for purchase of grain
abroad.

Fertilizer is the outstanding agricultural supply problem re—
lated direcﬁly to food production. For FY 52: 340,210 Long Tons
valued at $19,§O0,000.00 have been programmed, Of this quantity,
130,719 Long Ton were delivered in July-October 1951, 41,61k Long
Tons during March, and the shipping forecast for the balance calls
for 61,206 tons in April, 80,065 tons in May, 26,096 tons in June,
and 17,22 tons in early July, For optimum rice production, 50
per cent of the fertilizer should be applied at transplanting time
(15 June - 10 July), 4O per cent from 4 to 6 weeks later, and 10
per cent about 10 weeks after transplanting. Thus fertiligar is
arriving in time and in quantities ample for optimum rice produc—
tion., Furthermore, some 40,000 Long Tons of ammonium sulfate,
50,000 Long Tons of phosphate, and 8,000 Long Tons of Potash are

acheduled to arrive for application on the fall crops (mostly small

grains, known as summer grains in Korea).

With respect to the major import requirements related to ag-
riculture, the country is incapable of meeting its fertilizer,
wool, cotton, pesticide, and cement necessities. As for export
potentialities, during the pre-war years 1930-40, Korea had a net
average export of rice and pulses of over a miliion metric tons
annually. Most of this was produced in South Korea., With the
inauguration of an equitable collection and rationing program, ex-

ports of several hurdred thousand tons of rice annually should be
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possible in a year or two, Export of work cattle, another former
export item, cannot be contemplated for at least another five
years,

The farm business of the country is handled by the FFA ~
Federation of Financial Associations, This organization has many
ramifications, but the principal work is handling fertilizer, col-
lecting, storing and distributing the goverament grain, and hand-
ling farmer loans and deposits, In many of the rural areas, FFA
provides the only banking facilitigs. On deposits 5¢4 per cent
intercst is paid, while on loans 7,3 to 17 per cent is charged with
an average of about 12 per cent. This organization operates di-
rectly under the President and is the most powerful agency associ-—
ated with the rural economy of Korea, Through this arganization,
it would be comparatively simple to inaugurate an over-all gollec—
tion and rationing program, \

The potential of South Korea in the mineral field is best
shown by performance of Scuth Korean mines under the Japancse in
1944, in support of the Japanese war effort. Substantial amounts
of tungsten, graphite, manganese, fluorite and lithium, as well as
lesser quantities of gold, silver, lcad, copper, zinc, talc and
silica were produced, chiefly for cxport ot Japan, while anthracite
coal, limcstone and pyrophyllite werc produced chiefly for home
conswmption, Some of the operations were marginal and highly sub-
sidized by the Japanese owing to loss of other colonial sources,

The removal of Japanese management and technicians, however,
ot the close of hostilitics in 1945, caused a severe setback to the
mining iadustry of South Korea,

Although in the ensuing five years the Koreans made a partial
recovery in mining activities so that early in 1950 mineral exports
were 2 major source of foreign exchange for the new Republic; the
War closed down every major mine in the country, Air action, sabo—
tage and theft of machinery and equipment did serious damage,
chiefly to surface installations at the mines, but neglect, bresk-

down of power facilities with resultant flooding and eave—ins, as
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well as lack of transportation and gﬁeril;a action, discouraged
return of mine 0perat§rs and miners alike, Financial support
under general inflationary conditions, was slow in coming forward,

The UNC has assisted thc South Xoreans in gradual rehabilita-
tion of the mining industry, first, by rchabilitating power plants
and transmission lines, by furnishing technical engineering assis-
tance and guidance and by supplying dynamite, tools and small
machinery and equipment for replacement of damaged items under the
CRIX program. |

First emphasis was on placid coal mining, since coal was re—
quired for industry, and was esssntial to permit reduction of large
imports of bituminous coal for military and civilian use, At the
same time tungsten and graphite, principal items of export needed
to bring in foreign exchange for further rehabilitation, were also
puéhed.

As a result of efforts jointly by the Koreans and UN Civil
Assistance, after same eight months, substantial quantities of
tungsten, graphite, copper and manganese ore, fluorspar and talc
are being exported, Some of the foreign exchange thus earned is
being uséd to buy mining supplies, machinery and equipment for re-
habilitation, some for other needs of the South Korean economy,
and gold and silver mining Aas been givgn encourageément by recent
legislation lifting governﬁcnt cantrols,

However, the failure of the ROK to cocrdinate its spending of
foreign exchange earned from mineral exports with WN programs far
relief and economic aid, mokes an aprraisal of the benefits from
increased mining activities difficult at present. Only a careful
use of the proceeds in the best interests of the economy can justi-
fy further expenditure of W funds in the field of mining, other
than céal.

Coal output has now reached about 50 per cent of pre-war pro—

-duction, and possibilities are good for greater increase. However,

the failure to properly utilize the domestic coal by briquetting

for the Korcan railways and industry, has been a serious hindrance
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to furthcer incrense oé output, Rchebilitation of briquetting
plants has lagged far behind mine productidn, causing accumulation
of excessive stockpiles., UNC personnel are therefeore concentroting
their effort on problems of utilization of the coal, rather than on
production, at present. Only by solution of thesc prob;§m§ will
costly imports of bituminous coal be substantially reduced,

Power is basic to the economy of South Xorea, far irrigation,
mining, local transportation and industry.

In April 1948 South Korea used a daily average of 102,000 KI7
to meet the requirements of a reduced economy, The following
month, with one stroke; morc than half of this power supply was
shut off by an order of the Nerth Korean occupation authorities.
Since then, South Korea has had to limp along on its limitéd power
sources., Owing to the fact that Scuth Korea was never intended to
be independent in power facilitics by the Japanese who built the
generating systeK; most of the ma
located north of the 38th parallel.

The second blow dealt the power facilities of South Korea has
the partial or total destruction by war of plants, electric equip~
ment warehouses, substaticns and transmission lines. Some sabotage
and pilferage cogtributcd to the loss, which has been estimated at
about $7,000,000. While the monthly average in 1949 had risen to
74,000 KW, only a small portion of which was supplied by outside
aid in the form of power barges, in February 1951, owing to the
effects of the war, power output dropped to a low of 16,900 KW,

Todny, despite considerable rehabilitation, power generation
from all sources is 64,000 Kw; of which about 40 per cent comes
from N financed pbwer barges. These barges supply both military
and civilian economy requirements, but cost is about $250,000
monthly to the W (i.e., the U.S.).

Present plant facilities south of the 38th parallel, after
limited long-range rehabilitation is completed, may be expected to

produce about 70,000 KW, exclusive of power barge generation. The
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inélusion of the Hwachon h electric power plwnt located 1n
the WN occupied zone north of the 38th parallel, could add 30,000
KW to this total, and action is now being token to formulate plans
for rehabilitatioﬁ of the Hwachon power plant by Korean powef.of—
ficials with the aid of Eighth Army Civil Assistance officers.

‘'The goal of W Civil Assistance in the power field is there—
fore, two fold: (1) To assist Scuth Korea to repair and rehabi-
litate existing plants, substations and transmission facilities,
in order to achieve its current potential of 100,00C KW.

(2) Te reduce and ultimately eliminate dependence

on W financed power barges,

v

A revived economy in South Korea would recuire between 150,000
and 200,000 KW, but this can be provided only through plans for
long~range provision of additional generating capacity. Such plans
will require careful power site engineering surveys and consider-
able financing, which can be justified only against a background
of peace and security,

The industrial heritage that the ROK acquired ot the end of
World War II brought with it peculiar conditions., Japanese de—
veloped the PeniAsula of Korea as an integrated part of the ’
Jopanese Empire, placing industry to best advantage; enforcing the
policy of filling all important positions with Japanese personnel
and neglecting or scrapping equipment for the war effort. The in-
dustrial plant was left to the ROK in a state of virtual disinte-
gration, By virtue of the division at the 38th parallel, South
Korea inherited 75 per cent of the light industry while North
Korea inherited 85 per cent of the heavy industry., The stoppage
of power from.North_Korea in May 1948 left South Korea deficient
in power generation,

In 1946 South Xorean industrial establishments numbered 5249
plants, employing 122,159 workers (sece Table #1) with tcxtiles as
the foremost sub-division. Even the textile industry was not able

to supply minimum domestic needs, Therefore, the lilitary Govern-

ment undertook to restore plant capacity and arranged for the
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importation of raw cotton,  Owing to uncertain raw cotton imports,

production was rctarded, In 1947, an arbitious goal of 190,000,000

' yards of cloth was set but although yarn producticn increased cloth

producticn cdecreaseds During this period, 1948-1950, cloth pro-
duction averaged 62,857,000 yards yearly, Vith the invasion of
South Korea in June 1950, additional requirements for military use
increased the deficit of Korean production. The military require-
ment of 45,422,000 yards of cloth and civilian requirements of
62,857,000 yards (made from CRIK supplies) constitute a total re-
quircment of 108,279,000 yards, This total requirement is 72 per
cent in excess of Korean ckoth production,

Currently, the problems facing Korean industry are rchabilitae
tion of plants and cquipment, lack of indigenous raw materials, lack
of management, lack of manufacturing technique, lack of preﬁentative
maintenance, lack of labor training, power failure and difficulties
of receiving foreign raw moterials. In attacking these problems,
the objective is tc utilize the Korean economy to furnish a @aximum
of finished materials in order to reduce US 2id to a minimum,

The major problems of transportaticn in Scuth Kerea are
shortage of equipment; sheortage of supplies; shortage of management;
shortage of trained operational and maintenance personnel; and dam-
age due to war action,

Most of the major difficulties are a result of the manner in
which transportation developed in Korea, Until the end of the 19th
century, almost all transportation in Korea was by way of a man's
head or back., Then the Japancse, in order to move men and materials
in the course of their expansion into Korea and Manchuria, started
a rail line from Pusan in the South to the HManchurian border in the
north., The port of Pusan was develcped, as was also the port of
Inchon near Seoul and other ports. The primary consideration was
military and therefore the cnly development was for feeder lines to
the main north-south lines, Roads were generally built to furnish

additional feeders to the rail lines and to the ports. The majority
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of the key personnel i% management, opcration and mainténance were
Japanese,

When the US Army moved into South Korea at the end of World
War II, all transportation was at a standstill. Owing to the in~-
tensely nationalistic urgings of the Korean people, all Japanese
south of the 38th parallel were returned to Japan., As over eirhty
per cent of the trained personnel in transportation, including all
of the management, were Japanese, this left a vacuum. To a small
extent this was filled by US Army personncl but owing to rotation
and demobilizatioa cnly very slow progress could be made in train-
ing Koreans to fill the key positions, Slow but steady increase

in transportation facilities was made under the Korean Interim
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Government and this continued after January 1948 under ECA guidance.

With the withdrawal of the W Forces into the perimeter in
1950, most of the transportation facilities cutside of the peri-~
meter were damaged or destrcyed, When the UN Forces broke out of
the perimeter and moved north it was necessary for the US Army to
furnish supplies and cquipment in addition to maintenance and
operating peysonnel in order to move the nccessary men, equipment,
and supplies, ﬁighways and bridges were rebuilt, widened and re-
surfaced; rail-lines were repaired and rebuilt; trucks were sup—
plied; rolling stock was replaced and rebuilt; and.ves§els were
fu;nished, in addition to repair of the existing fleet,

At the present time additional equipment and supplies are be—
ing programmed and furnished and efforts are being madg to place
the transportation of Korea on a self-supporting basis. Personnel
are being trained and war damage is being repaired. ZEfforts are
being made to replace imported items with domestic but certain
items such as petroleum products must continue to be imported.

An effort is being made to negotiate a new contract with the
Korean Kational Railway,{operated by the government, in which
charges will be made for all supplies and equipment;furnished by

the W and to deduct these charges from the transportation bill
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which amounts to nearly one million dollars a month. The dollar
value of supplies furnished the KNR between September 1950 and
YMarch 1952 was in excess of twenty million dollars, This was ig
addition to the surplies, equipment and labor procured in Korea,
It is hoped that this new contract will place the KNR on a busi-
ness~like basis, eliminate concealed subsidies and decrease the
cost of rail transportation to the United States.

A great part of the wealth of the ROK consists of so-called
vested (former Japanese) property. These assets, which were eval~;
uated as of August 1945 at about 2;276,000;000 dollars on the basis
of a conversion rate of 31 Yen 15, are composed of former govern—
ment, corporate, and individual property. In December 1945, they -
were in their totality declared vested in and owned by the Militarj
Government, Apart from the landholdings, which were distributed :
pursuant to a program of land reform, most of this vested property
has remained undisposed of, In September 1948, after the estab— |
lishment of the ROK, thc property was transferred to the ROK, It
continues to be managed by the goverament, inasmuch as the present
war situation does not eancourage private investment. Recently the
legal question of the validity of the actions of the Military
Government concerning the vested property in Korea has become eon—
troversial in the current ncgotiations between the Governments of
Japan and the ROK,

Korea is an overpopulated cocuntry which is not rich in natura
resources. Nevertheless; with a reasonable amount of assistance,
it should be possible to develop a viable economy which will pro-
vide a minimum standard of living for all the pecople. To do so
will require extensive training of technicians and managerial per-—
sonnel, the rchabilitation of plant and equipment, and above all
the willingness of the Korean people themselves to make the neces~
sary sacrifices and accept the necessary discipline, On our part,
our plans rmust be based on economic realities which envisage the
attainment of some kind of balance of payments in the not too dis-

tant future.
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Korea's problems gre not solely ecconomic.

As a result of a §urvey in September 1950, GHQ, organized a
United Nations Public Health and Welfare Field Organization with
a mission of preventing disease and unrest among the civilian popu-
lation and of furthering the dbjcctives of the United Nations Cor=
mand in Korea, IThis Field Organizqtion immediately established
working rclationships with the ROK, ECA and the Americaon Embassy
oto coordinate its activities, A resolution passed by the ROK
Cabinet made it possible for the PH&W Organization to participate
in the meetings of the Central Relief Committce that had been es—
tablished %o determine the relief requirements of the Korean
people, to devise aid programs, and to allocate all relief itenms
received., It was out of phis temporary, emergency nucleus that
UNCACK ultimntely cmerged,

From the beginning of operations in Korea, the ravages of war.
combined with the ebb and flow of displaced persons to produce four
major environmental sanitaticn problems:

(1) Restoration of adequate and safe Water.supplies.
(2) Proper methods of human waste dispgsal.
(3) Proper methods of garbage disposal.

-

(L) Control of insecct-borne diseases (typhus, typhoid, -
dysentery, malaria and Japanese B encephalitis).

Sanitaticn teams were organized in all the communities and refugee
cenfers to enforce control of the first three of these problems,
and a large scale DDT dusting campaign was initiated to meet the
threcat of diseases, This latter program was effected not only in
refugee centers, but units were cstablished in road-block stations
as well to take care of the mass of refugees on the moves

In the field of preventive medicine and medical care, ROK
military requirements competed with civilian needs, Confiscation
of drugs and dressings, the preemption of hospitals and public

buildings for the care of the military wounded, and the induction

of doctors into ROKA rendered the situation acute, In spite of
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these handicaps, however, WNC carried out a successful immuniza-
tion program, This success was in the iace of a disorganized and
disrupted ROK Nntional Health authority.

This campaign against discase and unrest received a substan—
tial stimulus from the introduction of new and effective weapons,

One was a so-called Basic Medical Unit containing drugs and medi-

cal and surgical supplies capable of supplying normal medical sup~
port for a population of 100,000 persons for a period of one month,

Another humanitarian weapon of equal calibre was a Basic Hospital

Unit containing cquipment and sustaining medical and surgical sup—
plies required to establish and operate a 4O bed surgical hospitgl
providing facilitics other than beds for upwards of 500 patients.
These hospitals assured immediate gnd adequate care for civilian
casualtiés evacuated from the forward areas, During a nine months
period (Janua?theptember 1951) over seven million Koreans received
hospital care,

The effectivencss of the PH& program is monifest in the vir-
tual absence of any significant healty or sanitation threat in
South Korea. This program is continuing and is fully prepared to
wipe out any epidemic that-may threaten to spread across the bat-
tle lines from North Korea.

The care of perhaps 4,000,000 rcfugees has probably been the
major task of the civil assistance programs to date. Many, per—
haps most; of these refugees were destitute and in miserable cir-
cumstances. The ROK Goverament proved unable tc provide for them,
and was inclined to view them as the sole responsibility of the
UNC — an attitude which still persists, The Korean people, on
the other hand, in spite of traditional indifference to people
from other villages and other provinces, received them into their
alrcady overcrowded homes and sha;ed their inadequate resources
with them., As a result, only a few refugee camps have been estab-
lished, and those that have nroved necessary have for the most part

been temporary.,

19

UNCLASSIFIED

~ -

&




The feeding, cigthing, and medienl support of these refugees
has required a major part of the supplies shipped to Korca, leav—
ing little for sale to meet local expenses or to provide for re-—
habilitation, However, we can all take pride in the fact these
unfortunate people have been sustained and are ready to resume
their normal lives when circumstances permit. Their rescttlement
is now a matter of urgent necessity,

Prior to the Comrunist invasion there were 18,604 schools in
the school system of the Republic of Korea; The total cnrollment
for all schools was approximately 4,182,115, Owing to the inva~-
sion only about 60 per cent of the schocls are presently opera—
ting, many of them in temporary and emergency types of classrooms
gnd some out of doors,

Arproximately 81 per cent of all schocl equipment and in-
strugtional materials have becn destroyed; including textbooks
and reference materials, desks, chairs, blackboards, scientific
cquipment, teaching aids, and other basic supplies. Over 33 per
cent of the school buildings have bcen é:rpletely destroyed and
another 15 per ceht have been damaged to such an extent that they
are unsatisfactory for use, In addition, many of the school
buildings still intact are being utilized to house refugees,
troops, and hospitals. Almost one-half of the schocl children

A}
are attending classes in the open air, when weather permits, or

in very crude shelters, some of which have no windows, or roofs,
some of which have only three walls. About 27 per cent of the
public and school libraries were completely destro&ed.

UNCACK is presently assisting the ROK Government by pro-
viding limited material and technical assistance on a short term
basis., Plans call for the construction and repair of approxi-
mately 5,200 emergeacy type cldésrooms, the construction of desks,

chairs, and blackboards, and the bringing in of paper, radios, and

sound projectors in small quantities,
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UNESCO has contributed $100,000 to be used for the purchase of
printing equipment for printing the millions of textbooks needed,

UNKRA is now formulating plans for supplying the school system
with $1,000,000 worth of scieatific and technical equipment, visual
and gudio aids, rcference bocks, and textbook paper,

Various charitable organizations have been contributing cloth~
ing, food, and some schoo} supplics such as paper and penéils to
the children and teachers,

The Committee for a Free Asia has donated 1,000 tons of news-
print to be used for the printins of clementary school textbooks.
There is great nced for review of the entire educational program to
provide the kind of educaticn most needed in Korea, but this is not
primarily a UNC responsibility,

CINCUNC responsibility in the field of education is two-foldj
firét, to help the Koreans help themselves by furnishing the mater-
ials and supplies with which it will be possible to construct or
rehabilitate and furnish school classrooms only to the extent of
reestablishing basic minimum teaching conditions as a means of pre-
vénting unrest among the civil population and secondly, to coordi-
nate during the military phase I the activities of other WN agencies
(UNKRA, UNESCO, UNICEF, ctc) and outside agencies such as the Com-
mittee for a Free fisia, Ford Foundation, Junior American Red Cross,
etc, who want to contribute to the immediate short term needs, or
assist in -planning for the long-range program which is an UNKRA
responsibility of raisiqg the educational standards of South Korea

to a satisfactory level,

S
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absolutely comblete. Korea is a nation in which the
main arm of the United Nations effort against Communism
is presently being conducted today, and Korea is one of
the principal combatants. Regarding the urgency of the
situation, General Van Fleet feels that the time has
come to end the studying of the situation and to take
action in the field of these agreements and tying up
the loose ends that are causing confusion, inflation

. and quike & few other unsatisfactory conditions, in
the Army area, From his peoint of view, stability in
the Army area is absolutely vital to a healthy military
situation in Korea, The importance of having a Koréan
Government strong and able to stand on its own feet,
and further, one that will stand up when compared with
the Communist—dominated areas throughout Asia is man~
ifestly important to =211,

At the present time the Korean Government is pro-
viding substantial support for the United Nations forces
in Korea, I speak from first-hand knowledge on that,
Throughout the winter in the mountainous areas of Kcrea,
such as Heartbreak Ridge and the Punch Bowl area, the
use of the Korean Service Corps personnel was absolutely
vital to the success of our operations,

We were occupying high peaks and ridge lines, and
ammunition, fresh water, food, gasoline all had to be
carried on the backs of individuals, and those KSC!S
provided that vital service to the troops, In road con-
struction—camp construction—in all of‘those items we
depend upon the KSC!S. If this amount of support for
the United Nations forces had not been available, I am
sure we would have had to have many times the amount of

troops in Korea than we have at the present time, In
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addition, the ROK is carrying a very heavy part of the
combat load in Korea, The 2nd ROK Corps was activated
last Saturday, with the Ambassador amd Geperal Van
Fleet in attendance, It was a significant occasion
in that this IiOK Corps Headquarters is now controlling
severa) well-trained, well-equipped, and well-experienced
ROK combat divisions, Further, each of the American
divisions in Korea has a2 fair number of persons that
we know as KATUSA!S (Koreans ittached to the U. S. irmy).
In my own division, when the division was rapidly put
together here in Japan, there were between seven and
eight thousand Korean nationals drafted and moved over
into the 7th Division. They have been in combat since
the time of the landing at Inchon., Of the original
seven or eight thousand, we now have about 1500 remaining,
but they are star performers in combat. They are among
the best combat perscnnel in the division.

The Korean divisions have, of course, suffered
greater casualties than any other division in Korea, The
quality of the Korean divisicn has vastly improved in
the last year. No longer is it possible for the enemy to
strike a new Korean division with the expectancy he will
make a break-through. Indeed, last week a newly committed
Korean Division was hit by the Chinese Communists, and
very heavy action took place, The attempt by the enemy—
both North Koreans and the Chinese Communists—was not
only defeated, but the encmy sufferec very heavy losses
in trying to do it.

General Van Fleet feels there is a wonderful pos-
sibility here for establishing a stable friendly United
Nations government in Korea. These people are violently

anti-communist and they will fight, and they are fighting,.
—Se:m:d‘"
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If we can move on rapidly in the establishment of this
stable.politically, economically and militarily stable
government, we wili be in a much better military position
in the Far East, Further, moving over to the idealistic
side of it, we feel that if we can reach early and sat-
isfactory agreements with the ROK Government along the
lines you are going to negotiate, we will have gone a
very long way in attaining the objectives for which the
United Nations Forces are fighting in Koreaj a struggle
in which the United States has already suf;ered over
106,000 casualties, and the Koreans have suffered many
more, Therefore, we earnestly hope, that as a back-
ground against which these negotiations are discussed
and conducted, a sense of urgency and an awareness of
the importance of keeping and of establishing a stable,
friendly ROK Government behind the front will be kept
in mind,

As far as the details of what i® going on in Korea
.at the present time, I am gcing to turn that over to
Colonel Bays, and General Christ, here this morning,
Colonel Bays is the Chief of the Civil Affairs Section
of the Eighth Army staff; General Christ commands the

United Nations Civil 4ssistance Command in Korea,
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REMARKS OF BRIG. GEN. W. E. CRIST, CG UNCACK,
AT BRIEFING UC MISSION TO FOK

9 APRIL 1952 o

General Ridgway, Mr. Meyer, Members of
the Mission, Gentlemen:

I am General Crist, and have command of the United
Nations Civil Assistance Command, Korea - for brevity called
UNCACK ~ with headquarters and s taff located at Pu;an , and
with operating agencies throughout South Korea. Operating
agencies with Combat Units is a direct responsibility of
the Eighth Am;f and not UNCACK,

UNCACK, organized as an integral part of the Eighth.
‘United States Army, Korea, has the missicﬁ to:

Prevent disease, starvation, and unrest
Encourage economic rehabilitation and
stabiligzation |
And of informing higher headquarters
on the political, economic, and
social scene in Korea
Further, we have short and long range planning responsibili-
ties connected with this mission, and furnish advice on
fiscal, economic, medieal and other matters. The missi{iﬁ
involves furnishing supplies, equipment and services to .
prevent disease, starvation, and unréut, together with prb—
viding for equipment and raw materials to help aml encourage
agriculture, fisheries, mining, 'electricf power, transporta-
tion, and other public services and imdustries. | Our mission
also carries with it the responsibility for proper distri-
bution of the materials and supplies which are brought

into Korea, In all of the missions which I have just out-

lined, we have one which must constantly be borne in mind,
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that is, of supporting military operations. We are also

required to see that the materials and supplies furnished
under this program get to, and are used, for the purpose
intended. Our field agencies, because of the limited per-
sonnel available, are only capable of making inspections of
a spot check nature. In accamplishing the mission, we make
the maximum use of 211 Korean agencies, continually emphasiz-
ir}g self-help, so that Korea will become self-supporting as
soon as possible. We work on the genmeral policy of furnish-
ing the minimum essential needg of the Koreans.

During the latter part of 1950, when it appeared that
hostilities would soon teminate, the United Nations decided
to set up an oz;ganization called the United Nations Korean
Reconstruction Agency, short title (UNKRA) with the purpose
of carrying on a mission somewhat comparable to that assigned
to UNCACK, except that it had additional long range responsi-
bilities. The United Nations decided on December 2, 1950,
to organize UNERA, and shortly thereafter sent them to Korea.
However, hostilities were extended, and with a view to
having a coordinated effort in this field, higher headquarters
decided to integrate UNKRA into UNCACK until such time that
the military interests in Korea were no longer paramount..
Then UNBRA will take over the control of the civil assistance
organizatioh and operations and perform their assigned mis-
sion., According to present plans, it ié -eacpected that the
assumption of authority by UNERA will take place sometime
between a cease fire and 180 days thereafter.

UNKRA's mission is to help the Korean people by pro-
viding, within the limits and resources available and to the
extent permitted by the military situation - relief and

rehabilitation supplies; transportation; services; technical

2

)
i
4 I~ v — 1

o

UNCLASSIFIED




l!JNCLASSlFlED

advice to relieve suffering; to prevent disease and unrest;

to rehabilitate the devastation caused b& .re;zenf, mil:j.tary
operatioﬁs ; and to lay the neceséarj ifoundeﬁ:iéfxs for the
political, social amd economic stabilization and independence
of . rea. Now, with the integration of UNKRA’operating per—
sonnel into UNCACK, all of the operational activities of
UNKRA will be coordinated with and executed under the super—
vision of UNCACK. ' |

With this as an outline of the mission of UNCACK, I
would like to discuss very briefly several conditions which
exist in Korea and which must be considered since they have
a definite relation to the planning and operational mission
of our organization. Some of these are:

~a., Korea has been fought over sevefal tiines, destroy-
ing or disrupting most of the public utilities and industries.
Much of the existing housing has been destroyed. The war has
completely changed the normal life of Korea's population. |

b. Korea has been split into two parts, the industrial
north and the agricultural south.

¢, There are many refugees and displaced persons
throughout South Korea. it 'l'._he present time | they number over
20% of the population, or approximately h—l/2 million people.
Even the government agenéies are refugees from Seoul and
operating in Pusan. |

d, Key positions of leadership in Korea have been held
by the Japanese for 40 years, and‘ onlj gince World War IT
have Koreans been given an opportunity to exercise conf.rol
or come into positions of responsibility. Therefore,v they
lack the experience and ability that would normally be
expected from top officials. They have, however, in the
eight months that I have been associated with them, shown

a great improvement; a willingness and desire to forge ahead.
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Greater initiative is being displayed in practically all top
echelons of Government.

6. While some of the top officials of the Korean gov-
ernment speak 4nd understand the English language, many of
the conversations and interviews have to be carried on throusgh
interpreters. A greatqamount of correspondence has to be
translated. The language difficulty is an ever present one
and may tend to create misunderstandings.

f. Korea is a sovereign nation and, as éuch, her
sovereignty must be respected. Direct control by civil
assiséance is not contemplated. To accomplish our purpose
we do not order or command. Our mission is accomplished by
giving advice, suggestions, or using persuasion amd not
through "direetion", The prestige of the leaders must be up-
held in order\that they may have the respect of and be able
to exercise the appropriate control over the Korean people.

g+ Guerrilla activity in several parts of Korea has
interferred with maximum food production because the farmers
in these areas were reluctant to go into the fields and farm
the land. This, in turn, has reduced the crop yields,
Industries, located in guerrilla areas, capable of production
have not been rehabilitated to the extent defiyed. With the
recent clean up, however, by the ROK militar& forces of the
major guerrilla areas, it is expected that greater returns
will be obtained from the farms and industries.

h. The final and most important factor I would like
to mention at this time is "inflation". Korea is faced with
a serious inflation where money has lost a great deal of its
value. Presently, won is less than 1% of its 1945 value,
and ROK revenues simply are pot enough to meet all expenses,

so the printing presses have made up the difference. As a
4
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result of the war and Korea's inability to balance her bud-
get and establish internal stabilization, very serious infla-
tionary trends exist ﬁhich, at any time, may become runaway
in pature. As a result of this inflation, wages lag greatly
behind the prices, and the gvernmental pay scale throughout
Korea is universally too low fér a Korean to exist without
special considerations such as payments in kind, special
ration-privileges; ste,

With this outline of the mission and the discussion of
some of the problems influencing the discharge of the mis-
sion, I would like to turn to the organization by which we
will accomplish the objectives assigned to us,

CHART # 1:

This is a Jjoint UNCACK-UNKRA organization and it is
being implemented at the present time. The blocks outlined”
in blue represent a strictly UNKRA organization - a small
group under Mr. Kingsley, the Agent General, and controlled
through the Deputy igent General, iz Acthur fucker. He
has under him four major sections -‘an UNKRA Planning and
Liaison Group, Budget and Management Group, Comptroller, and
a Chief of Mission. The Chief of Mission is ngeral Lloyd‘
an Australian, who is a retired Major General. Under
General Lloyd are three sub-sections; namely, Assigged_
Projects, Construction, and Administration.

The organization outlined in black is a joint UNCACK-
UNKRA organigzation commanded by me, and lnto which has been
integrated operational personnel of UNKRA in a ecordance with
their qualifications. At the present time, there are Zg'
QNKRA—QEEEE&QE& occupying positions throughout the organi-
zation. Depending on their qualifications and ability, we

are placing them in key spots so that on a turnover from
5
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UNCACK to UNKRA contimity of effort will be had. At the
present time this organization exclusive of UNKRA (in blue)
consists of 144 officers, 243 enlisted men, 70 UN, and 96
DACs or a total of 553 people. The total streﬁgth of the
organization called for on this chart is 82l .«

In the Executive group, I have under me a Deputy Com-
mander, Colonel Carraway, and an Executj.ve Officer, having
normal command and executive responsibilities.

For top level cocrdination between UNKRA and UNCACK;
there is a Korean Joint Committee. Membership on this com=
mittee consists of Sir Arthur Rucker, General Lloyd and a
member of the UNKR4i Planning Group -~ from WNCACK on this com-
mittee my deputy Colonel Carraway, a membér of my planning
group anc myself, a total of six. This group is responsible
for coordinating the joint activities of UNCACK and UNKRAj;
&eveloping projects and making recommendations to higher head-
quarters relating to their implementation; ccordinating the:';r
activities with the ROK government; keeping higher headquarters
advised of the Joint Committee's actions; receiving from
higher headquarters projects which are to be studied and
implemented where they have a joint nature; and keeping other
appropriate agencies advised of their developments. A simi~
lar Joint Committee functions here in Tokyo with GHQ G-5
representatives and UNKRA.

The UNCACK Planning Group also operates out of my head-
quarters, has the responsibility for developmert of concepts
and coordination of planning for the Republic of Korea. It
coordinates fiscal year plans; program objectives and
requirements; prepares special studies of a high level
nature that do not fall within the duties of responsibilities

of the UNCACK sections. When appropriate, it may also sponsor

6
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projects for the Korea Joint Committee‘and the proposed Joint
Central Organizations (which I will discuss later.)
Some of the policies and procedures being developed by
or through this committeg are;
1. Control of ROK Exports and Imports
2, Coordination for Usé of ROK Foreién Exchange
3. Processing of ROK foreigﬁ Exchange Purchase
Reque§ts
L. Development of Long Range Programs
5. Preparation of CRIK Supply Requirements
6. Allocation of Civil Assistance Supplies
7. Civil Informetion and Egucation in the
Republic cf Koreé
8. Payment of Indigenous Expenses from UN
Special Fund Account
9. Movement and Processing of Refugees and
Displaced Persons
10, Sale of Consumer Goods
ll. Sale of CRIK Supplies

and many nmore

Other groups working out of my headquarters are my aide,
the Public Information Office and the Headquarters Commandant.
The Public Information officer is charged with appropriate
and timely publicity concerning cur program throughout the
WOrld; The Headquarters Commandant has the housekeeping
responsibilities at my Headquarters. In addition to UNCACK,

I have 10 o%her small agencies located at my installation for
which I have certain responsibilities.

The organization of the Seetions of UNCACK are along
the lines of accepted;doctrines of a military unit. They are:
Administration and Personnel; Field Operations; Supply; ROK

Governmental Administration; and ROK Economic Affairs.

- Zi !
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idministration and Personnel includes the usual functicns

of the Adjutant and the several personnel sections for mili-
tary, civilian and Korean personnel. UNCACK-UNKRA . personnel
are being recruiteé from both Department of Army and United:
Nations scurces. xThese personnel possess a wide diversi-
ficaticn of skiils, and represent 13 United Nations countries.,
5flso, three countries operate hospital units in Korea,
Denmark, Italy (the oply non-United Nations perscnnel in
Korea), and Sweden. This personnel includes former IRo; 0o
and WHO personnel, several Red Cross agencies; UNKRA person-—
nel, Department of the army civilians, officers, and enlisted
men.

Field Operations is charged with the staff supervision
and inspections of the field teams operating throughout
South Kbrea, They have three groups — operations, Reports,
and field teams. They prebare the necessary periodic and
special reports pertaining to the field team activities. I
will discuss the field teams in more detail later. Supply
includes Cjvilian Supply which covers the complete civilian
supplies coming into Korea under our program for all of Korea.
Military Supply procures and distributes supplies for cur
use including housekeeping material, signal,transport, etc.
Movement and Control is responsible for all movement and
control of supplies. _Sales Jection supervises all sales of
items coming into Korea to be sold. Investigation, Fiscal
and hudit investigates and reports on losses and audits
accounts certifying them for payment through me to the ROK
Government.. By June 30, 1952, we -expect the delivery of civil

relief supplies will total approximately as follows:

o,
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Donations by UN Member Nations  §$39,000,000
ECA 20,000,000

Purchased and delivered by the 137,000,000
United States

Total of apprcximately - $196,000,000

This involves shipment cf about 900,000 long tons. In gen-
eral, these supplies are food, fertilizer, clothing, building
materials, raw materials, POL, ships, boats, motor transport;
' medicine, sanitation supplies, etc. The number of items run
into the thousands. Twenty-seven nations have made substan-
tial donations during the present fiscal year, together with
18 social welfare organizations throughout the world.

The ROK Government Administration and ROK Eeonomic

Affairs. These two sections are 6rganized generally parallel-

ing the ROK Ministries. Their duties are planning and advis-
ing and each maintains close liason relationship with the
Ministéies cbncerned. Scme have advisors located in the
ministries.

I would like to speak for a moment about each of the
Sections which operate under ROK Governmental Administration
and under ROK Heconmamic 4ffairs and their general program.

4 detailed discussicn is scheduled later.

JUSTICE sND HOME AFFAIRS
This section deals with governmental, political, legal,

and public safety matters. Legal difficulties are continually
presenting themselves in all types of Governmental operation.
Present Korean law consists of early Korean Law - Japanese
Law - Military Government Law - Acts‘of the National Assem—
bly - Presidential and Ministerial decrees and the Constitu-
tion which stated that all existing laws and ordﬁances not in

conflict with the Constitution would remain in effect. So,
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developing a legal opinion is a slow process. Legal opinions

requested will average about one a day in UNCACK. it the
present time, two major studies are being made: Black mar-
keting, and the legal method by which the officials of the
city of Seoul can clean up private property devastated by the
war. Translation is now in progress for all Korean laws.

A survey of Governmenf similar to the Hoover type survey is
proposed.

Under Public Safety, come the police and fire depart-
ments. In addition, the prisons and jails, police hospitals
and dispensaries also come under the supervision of this sec-
tion. Arrangements werec made for the prccurement of fire
apparatus ard other itené necessary for fire protection:
Plans are being made to develop prison industries in order
to give occupational training to the prisoners. Rehabilita-
tion material for the prisons, as well as medical and sanitary

advice is furnished.

PUBLIC WORKS
Public Works is an engineering group charged with advis-
ing and planning on the renovation of public water supplies,
harbor dredging, engineering problems concerning rcehabilita-
tion of industrial facilities, hospitals, welfare and penal
institutions amd the like. Designing various type houses
for refugees! use, together with winter refugee shelters, is
a responsibility coming under this section. ‘I‘hey‘ are now

working on the program for prefabrication of hcusing units.

PUBLIC HEALTH
Public Health is charged with the procurement of hospi-
tals and medical supplies and their use to prevent the out-
break of serious epidemics or disease. They also train indig-

enous mecical personnel and nurses.

10
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SOCIAL AFFAIRS

This section is charged with the provision of relief
supplies and services to prevent starvation and unrest. It
includes housing for refugees, displaced persons and others
in need; resettlement programs come within their field of

activity.

LABOR
The Labor Section is charged with making a study of
labor conditions throughout Korea; become well-versed 1in the
laws that exist pertaining to labor; and make studies oh wages
in various areas in relation to the retail price index. They

also prepare studies for "Payment of Wages in Kind".

EDUCATICN
The educational pregram covers planning for educational
work and institutions; allocation of emergency class-room
buildings; libraries; labcratories; exchange of persons for
educaticnal purposes; and preparation of plans for a nation-

wide literacy campaign.

CIVIL INFORMATION
Civil Information is charged with an aggressive civil
information program directed to the people of Korea on UNCACK

OI

activities, using all available media " Also, Civil Informa-—

tion arranges for the distribution throughout Kcrea of items
of a special nature relating to public health booklets, sani-

tation folders and any other appropriate activity or subject.

FINANCE
The Finance Section is now primarily concerned with
developing within the ROK Government a comprehensive budget;
studying present taxation methods and preparing plans on

taxation both in money and in kind; developing plans on
1
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vested property, both public and private; studying the

national budgetary and tax relationship with the provincial
governments; and developing plang for effective controls in

the financial field.

AGRICULTURE AND FORESTRY

Agriculture has as its purpose getting the maximum return
out of the land so as to make Korea as self-supporting from
the viewpoint of foodstuffs, as soon as possible. .

The forests of Korea are being cut over about twice as
fast as they are being replaced by annual growth. Firewood
is one of the principal products for fuel, and efforts are
being made to increase the production cof peat and enccurage

its use throughcut Korea.

o —-

Our veterinary work is being directed toward assisting
the livestock population, prevention of disease amony .cows,

swine, chickens, etc. We are also teaching improved methods
of care, breeding, and feeding, to include sanitation and the

basic prevention of animal diseases.

CQUMERCE AND TINDUSTRY
This Section is engaged in surveying, studying and
making recommendations for procurement for raw materials and
equipment for textile plants, mines, fisheries, and other
industrial faciliﬁiea. Particular empha.sis is being placed
at this time on fisheries, power, coal mining, textiles, soap,

cement, rubber, glass, brick, tile and coal briquette plants.

TRANSPORTATION

Presently, the major railrocad systems are under the
jurisdiction of the Eighth Army. Several of the minor roads,
however, are under the control of the Korean National Railway. .

This section is also concerned with air transportation;
12
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shipping; aids to navigation and training of seamen.

This section is not yet oﬁerational. Plans call for
assisting the rehabilitation of telegraph and telephone ser-
vice, radio broadcasting, the postal service amd other com-—
munication facilities.

CHART # 2:

A minute ago I mentioned that we had field teams dhrough-~
out Korea operating under the Operations Section; These teams
average about 25 members. Each has a pllitary commander and
executive. The executive is either military or civilian.
These teams usually consist of Public Health officers, Public
Welfare officers, Sanitation Engineers, Supply officer, eco~
nomic specialists in Commerce and Industry - Agriculture -
Practical Econ, - Municipai Planning - Fisheries ~ Forestry -
Civil Information and Education ~ Public Safety, together
with the necessary administration and housekeeping and main-~

tenance personnsl.

CHART :
This chart shows the location of field organizations
of UNCACK throughout Korea. The Headguarters is in Pusan.

We hava

NI

Provincial Teams located at Provincial Capitals

-

City Team at Seoul

1 Island Team at Koje Do

3 Sub-Teams at Kangnung, Pusan, and Masan

3 Truck Companies — one each at Pusan, Kunsan and Inchon

3 Port Liaison groups - at Yosu, Kunsan, Inchon

I would like to say in closing that UNCACK is available
and we will be glad to assist you in any way we can.

ire there any questions, Sir?
13

nge@/—' * UNCLASSIFIED




l\:!_ &

UNCLASSIFIED

REMARKS OF

COLONEL HAROLD L. BAYS

CHIAF, CIVIL ASSIST4NCE SECTION
1N, BUSAX

9 APRIL 1952

CIVIL ASSISTANCE IN KOREA

1. Mission
a. Prevent:
(1) Interference with military opernticns.
(2) Disecasc, starvation and unrest.
b, Provide:
(1) Tconemic nid and technical advice.
(2) Industrial rehabilitation.
c. Administer occupied areas of North Korea,
2. Civil Assistance combines the functions of Civil Affairs, re-
lief, ond ccunomic aid, North of the 38th parallsl it includes
the functions of Military Government., In South Kerea it is not
lMilitary Government,
3. General Organizaticn:
Division CaS - 5 officers, 10 EM
Corps Ci8 - 3 officers, 3 Hi
EUS..K CAS ~ 23 officers, 16 EM
UNC/CK - Approximately 538 personnel
L. General Responsibilitics and Functions:
Divisions = control of civilians, immunizing, has dispensary
Corps - controls civilians, immunizes, has 40 bed hospital
EUSAK —~ performs staff functicns

UNCACK - performs the bulk of economic a2id and technieal
advice functions,
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5. Refuges Status, Refugees are restricted by "refugee line”
sxcept for farmers, who may move north to "farm line".

6, Effect of 38th Parallel.
dividing line.

7. Effect of present draft of irmistice igreement. Present
draft of Armistice agreement provides for repatration o
vilians who previously lived south of demnrkation line. This

will introduce North Koreans as a UN responsibility.
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Prepared by: COLONEL AUBREY D. SMITH
~ G-4, GHQ, UNC
©9 April 1952

SUPPORT OF THE ROK ARMED FORCES AND POWS

i N O B R R R

I want to emphasize before starting my remarks that
my subject covers a brcacer field than that which you have
Just heard from the G3 representative. Please ncte that in
his discussion, figures and cdata pertained only to the ROK
Army whereas I will deal with 211 ROK irmed Forces, Prisoners
of War, and‘quasi—military fcrcas in direct suppcert of the
UN effort.

When the Communists drove across the 38th Parallel in
June 1950, the US was suprorting a ROK Army of agproximately
65,000 individuals., Since that time lcpistical suppcrt has
been expanded sc that we now are at least partially support-
ing some 800,000 individuals. This varies from complete
legistical support ineluding focd, clothing, and all imple-
ments of war to the limited support furnished some groups
such as cnly food or clothing, I shall discuss later the
approximate strengths of these groups and the suppert which
we are furnishins them at the present time.

The Di supply supplement which is the basic logistic
directive for the FEC directs as fcllcws: "The Army will
assume r espcnsibility for resupply suppert of all US forces
in Korea and ROK 4rmy on a non-reimbursable basis for all
classes of supply except subsistence and those items peculiar
to cther departments. Replacement will be considered as an
Army requirement." [lsc the supplement states and I qucte:

“Material required fur the support of Kerean Government

7’/04/} -’ (AN
}
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troops will be issued at Ai",p‘e: discretion of CINCFE from

stocks available to FECOM,"

CIiCFE has been given the general mission of develop-~
ing and training ROK Armed Forces of sufficient sigze to per—
mit the withdrawal within a reasonable time of all UN forces
from Korea, The Joint Chiefs of Staff have granted to
CIVCFE the amthority to activate units not larger than
battalion size and to equip them from stocks available in
the FEC, Where FEC stocks are inadequate, shortages are
to be reported to the DA for review to determine their
availability in connection with other DA requirements, Due
to limited stocks, particularly in major items, it is a
general policy of this headquarters to delay such zactiva-
tions until such time as the DA has approved the T/OSE for
units to be activated. Thus we are assured that critical
items of major equipment which we issue to new units can be
replaced from the ZI. In other words, although we are
authorized to activate these units, the availability of
equipment actually determines the extent to which we can
expand the ROK Army, If equipment can be made available the
units which G3 has listed in his planning data will be
activated, equipped and trained, Logistical support would
then be required for a ROK Army force of 362,000,

(CHART)

Logistical support furnished to the various groups on
this Chart has varied from time to time in consonance with
the ability of the Korean Republic to meet its obligations,
Where they have been unable to furnish much needed foodstuffs
or clothing the United States has moved in and supplied
emergency items. When required we have assumed full sup-
port to avoid breakdown or in some cases utter catastrophe,
To list the support furnishked to any group over an: extended

period ia impossible., Requirements have varied from day to day
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\/j?ﬁa from month to month. Pressure and advice from the Unite%r,,r’

States have caused the ROK Government {o resume or assume

some obligations. At other times it was obvious that unless
the U. S. moved in and took over responsibility, certain
groups would lose their efficiency or simply cease to exist.
Thie has resulted in supportﬂas 2 matter of immediacy to avoid
collapse. I describe this in explanation of the fact that the
figures and éﬁount of support furnished has been é constantly

fluctuating variable, unpredictable and uncontrollable.

SUPPORT OF ROK IND. GROUPS g

1. gggg
01 I~ U.S.; tins and lids for canning fiéh. Field
Biscuits. Some fresh vegetables from Japan. Some Crick Rice -
all other from Korea.
Recent development of biscuit manufacturing facilities
will permit ROK government to assume biscult support. U. S.
is furnishing ingredients.
01 III (POL) - sll from U. S.
¢l V (Ammo) - U. S. - some grenades from ROK Scrap.
Class II & IV - Raw materials for clothing and for
some equipment from U, S. A1l other items from U. S.
2. KATUSA
A1l support from U, S. - same as for U, S, personnel.

3. ROKAF

All support from US - same as for U. 5. personnel.

F

Mar & Nav
A1l support from U, S, — same as for U, S. personnel.
5. KNP
\ Rifles, ammo, some unauthorized vehicles, POL for
* all. Those assigned to Corps‘and Division receive class X

-t

clothing and indigenous rations f;gm U. S. sources.

T
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FuIl support from U. 8. as military requirement.

6. K. 8. C.

No arms are furnished but clothing, food, shelters, trucks,
tools are all supplied by U.-S.

POWs and Civ Internees

Food from ROK until 8 Aug 51 then assumed, with only
limited quantities (grain) from ROK, by U. S. .

Clothing from U. S. stocks.

Recently we have recommended to the D/A full support
to be assumed as a military requirement by the U. 8.

Ind. Labor

Pay, food, clothing, shelter furnished in variable
quantities based on locaticn and circumstances. Rations fur—
nished on reimbursable basis of 1,000 won per day per man.
"Destitute" areas receive greater support than those located
in urban rear areas.

K. N, R.

Variable support based on circumstances. Food pro-
vided as incentive to retain employeces on job. Two issues
of clothing have been made. Support to this group to stop
this month.

Need for rall as a mode of travel and for movement
of supplies hes resulted in some unusual assistance to rail-
roads and their personnel. Transportation problems are so
acute in Korea that Eighth Armmy does everything feasible to
insure that all facilities operate at maximum possible
efficiency,

I realize these figures appear surprisingly large.
It would seem that much of that which we are dcing could and
should be done by the Ropublic of Korea.. However, if we
remain cognizent of the fact thet Korea is an extremely
backward, bankrupt nation with limited loadership, it

becomes evident that they Jjust cannot meet certain requirements.
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Until 25 June 1951 ‘there wad ho centrel ized control

of labor in EUSAK headquarters. As & result thére were
some four different categories of laborers employed
side by side under differont conditions of workload,
pay, and logisticel support. Theactivation of the
Korean Service Corps for employment in US Corps areas
did much to ssandardize labor policy throughout Korea,
At that time a organized labor section operating under
G4 EUSAK assumed responsibility for matters of policy,
procedures, coordination, and supervision perts ning %o
indigenous labor.

Korean Service Corps was activated on 14 Jul 51.
Meny of the current labor groups were incorporated into
this Corps. The National Guard furnished the nucleus
for comand eand contractb. Advisors from KMAG were fur-
nishedfc:»r the purpose of givingsssistance and guidance
in administrative and supply matters, The EKorean Ser-
vice Corps is authorized a strength of not to exceed
75,000, The ROE Army is responsible for recruiting and
delivering personnel to the EUSAK labor colleotipng
point, Labor personnel are screened, eliminating
undesirables and after processing through reception
centers, are moved to Corps areas. The ROK Army is
responsible for discipline of KSC personnel, carried
out in accordence with disciplinary procedures which
govern all other ROKA units. Payment.is made from the
UN won accounts in accordance with ROKA pay scales..
Logistical support is a US military requirement. This
is necossitated by the fact that areas where US Corps
arc operating are completely devastated and offer little
in the way of shelter, food or clothing for the Korean

Service personnel. A country with low economic standards
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such as Korea Just does not provide these items: These
are all provided from US sources. Ordinarily, US food
is unsatisfactory to these people and an indigenous
ration is supplied in order to satisfy the labor group.
Ag prices in Korea have increased by inflation and the
cost of livingwent up over 900% in one year, wages
have been aijusted to be in closer relation to the cost
of living. The matter of death - und disability bene-
fits to Korean nationals presents & problem which
remaing unsolved. Medical care which isg charged to
ROKA ig inadequate and is supplemented by supply and
by treatment from US sources. The many problems pre-
sented by the operation of the Korean Service Corps
caused the EUSAK Laber OfficerAto make the following
racommendations:

"In future military operat ions in countries of the
Orient, the Army Commander (should) establish an organi-
zation to d eal with the indigenous govermment in order
tc solve the following questions:

"(1) Will the indigenous government undertake to
supply and support labor, whether voluntary ar other-
wige?

n(2) Wnat is required, specifically, in the way
of clothing, both summer and winter?

"(3) Is theredicn rejuirement to te a US responsi-
bility?

"(4) What pay scale is necessary to continue
indigenous standards?

"(5) What wovislon is made by the home govern-
ment to provide death and disability bensfits for
indigenous nationals working for friendly forces?

"(6) ,Ef (5) above, is negatiwg, what is expected

o
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from friendly countries contribliting forces and sup-

plies, insofar as their employment of indigenous
persons is involved?

n(7) To what extent can the local government
furnigh the necessary professional medical care to
its own nationals who may be working Hr other
countries?”

Despite these troubles and problems, the worth
of the Korean Service Corps was beet exemplified by
the fact that once aregiment from the KSC hed worked
in support of a US Division, the supported unit
insisted that this regiment was the one which they
wanted to remain with them in future operation.

They became attached to a unit and objected to sub-~
stitutions of one KSC roegiment for another. The
experience in Korea has demonstrated most forcefully
that the key to efficient employment of indigenous
labor lays in orgaﬁzétion. No other :means of trans-
portation can accomplish the same mission. As EUSAK
expressed it in November 51, "™ilitary operations in
Korea could not continue one day without the indigenous

labor effort.?
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LOGISTICAL SUPPORT OF ROK

INDIGENQUS GROUPS

®ROEA ~ = = = = = = = = = = e e - mm — - - m - 319,000
EATUSA = = = = = = = m = o o e o m e = 8,200
ROKAF = = = = = = = = = e o e e e e = e e o o 5,400
ROK Mar & Navy — - = = = = = 0 o o e e e = 25,700
NP = = - = = o m e e e e e e e - 65,700
ESC = = = = = = m e e e e m oo m - 70,000
PEOW = - o m m e e e e e e e oo - oo 132,300
Civ It = = = = = = = = m e = - e e m - - o 37,700
Ind Lab = = = = = = = = = = = e~ e e o 106,000
KR = = m s m e e e e e e e e - - 30,000

TOTAL 800,000

Vv
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MR, GORDQM OS30RYT
Comptroller

GHQ, FEC/UNC

9 April 1952

ROE-UH ADMINISTRATIVE ARRAVGEMENTS

ko ok ko ok ko Kk k¥ ok ok N
I am not going to make specific recommendations regarding
the UN activities in Xorea which should be formalized in the
form of a formal agreement, What I intend %o do is to suggest

areas to be considered,

I should like to use as a basis the United States-Japan
Administrative Agreement for two reasons: First, it is a
fairly comprehensive document, covering practically the eatire
field with, however, one important omission where our activities
in Korea are concerned, The second reason is that US-Japan
relatiens are carefully scrutinized and are of vital importance
throughout the Far East, particularly in Korea. I think it
would be helpful to you gentlemen if you were to have knowledge
of the US-Japan Administrative Agreoment irrnspective of whether

any part of it is used in your discussions in Koreca,

The basis of the US-Japan Agrooment is a sccurity treaty
betweon the United States of Amorica and Japan, whercby the
United States is cormitted to the security of Japan. Tho basis
of our activities in Koreca are the resolutions of the Sccurity
Council of the United States, The US-Japar Agrccement was
considered over a long period of time and was wcll thought out.
There has been time for detailed consideration to be given to
all its ramifications by both sides., Even after signing the
Agreoment a month ago, there has been time for detailed plan—
rning in the implementation of this Agrecment, and there are

in fact cighteen committecs working on various aspects.of 1t.

S
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On the other hand, our activities in Korea were started
under conditions of extreme emergency, There was no time for
forethought or planning, and particularly important, no one
Imew the scope or the duration of the activities, The people
who follow can give more adequate details as to how we operate
in Korea, and in many activities it will be necessary to
consult peoplé on the spot for the very reason that many of
the arrangements have been made on the spot and are purely

local arrangements with no formalization,

Article I of the Administrative Agreement is a definition
of the persons involved, BRoughly, they are the military, the
civilian component, and dependents, In Korca, on the other
hand, it is entirely up to thé UNC as to who shall enter Korea
as a participant in the UN action., As for the Korean Govern-
ment, they appear only too happy to see anyone come in who can

help them,

Under Article II we have completed an understanding with
Japan which will specificelly designate facilities and areas
for the use of the United States, These areaé and facilities
will be described and listed down to the last detail. On the
other hand, in Korea, as a matter of military necessity we
took and are using those areas and facilities that we need,

In some instances local of ficials were consulted and facilities
obtained through their good offices, The only real complaint
at this time is the fact that there is a terrific shortage of
schools in Korea, and they have asked us to help them alleviate

the situation,

In Article III of the US-Japan Administrative Agreement,
Japan agrecs that we sholl have all the rights, powers, and

authority in the facilities and areas granted for our use as
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are necessary to complete the mission, In Korea we have assumed
and exercised all the rights, powers and authority we have
needed to accomplish our mission. 1In this connection it must

be remembered that the whole area of South Korea was at one

time or another a front-line combat area, Martial law was

the rule rather than the exception,

Article IV of the US-Japan Agreement provides that when
the US returns facilities they have no obligation either to
restore them to original condition or to reimburse the Japanese
for damages, In Xorea no commitment has been made and no

mention has been made of the subject,

As a matter of fact, a
great deal of restoration has been accomplished by the UN as

a matter of military necessity.

Article V of the US~Japan Agreement pertains to access of
vessels and airecraft, The Japanese have granted free access
for any open ports and free access of aircraft to all US
airfields, In Korea, without any formal understanding, we have
unlimited and unquestioned access, and as a matter of note the

UN controls all sea and air approaches,

-

Article VI of the US-Japan Agreement concerns civil and
military air traffic control, communications, navigation aids,
etc. The Agreoment provides for the joint US-Japan development
of such controls and procedures, In Xorea, it appcars to be
entirely a matter for the UN, with some local on~the-spot

arrangements,

ticle VII of the Japan Agrcement deals with public
utilitics, Japan has agreed to give us priority of use and
the lowest government rates available, In Korea we have priority

of use, However, a considerable amount of the public utilities

0
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are US provided; others are provided free, For example,
port facilities, Still others are obtained ﬁnder contract
by the UN at cormercial rates which, in many instances, are

higher than rates charged to others,

Article VIII concerns metcorological service, whereby
Japan agrees to provide those meteorological services ordinarily
afforded by custom or international agreement; Such special
services as we require we have agreed to pay for, In Korea I

doubt if Korean metaorological services are an important factor,

Article IX of the Japan Agreement concerns the entry of
personnel and identification, In Japan, fer military personnel
competent orders and prescribed identification suffice,. For
the civilian component and dependents, passports and appropriate
identification are needed, In Korea no mentien is made of the

subject and no questions raised.

Article X of the Japan Agreement provides that military
driver's licenses nre acceptable, Official cars need not carry
Japanese plates, but will have diétinct narkings, and private
vehicles will carry Japanese plates,. In Korea nothing is said,

All regulations are unilaterally UN imposed,

Article XI of the Japan Agreement involves imports, and
prevides generally that official and personal belongings may
enter customs free, and the US has obligated itself to prevent
abuses. In Korea no arrangements have been made with the Korean
Government regarding imports. ZEverything comes in free from

customs duties, and all controls are unilaterally UN imposed.

Article XII of the Japan Agrecment involves precurement,
Roughly, the US is free to procure through any agency they
desire, Major procurement which may adversely affect the

econory will be coordinated with the Japanese, Japanese
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Procurement assistance may bg

.when desired, Thé
US is exempted from certain identifiable taxes on official
procurement, In Korea, with regard to procurement, there is
no stipulation or restriction on where and how we may procure.
We do pay taxes, inasmuch as Xorean contracters and suppliers

arc not exempted from Korean taxes by virtue of doing business

with the UN,

Article XIII of the Japan Agreement provides for exemption
from property taxes, In Korea we just do not pay property tazes,

and as far as I know no one has asked us to.

Article XIV of the Agreement is a special article defining
the status of US contractors serving the armed ferces, Roughly,
they have the same status as the civilian component except that
Japan exercises jurisdiction, and one or two minor matters., In
Xorea we have brought in US contractors as part of the UN

Command with no questions asked,

Article XV of the Administrative Agreement considers none
appropriated funds. Roughly, they have complete freedom from
regulation, eustoms duties and sales taxes, except that they
are obligated to pay taxes on local purchases, In Xorea no
agreement or understanding has becn formalized, and PXs are

completely free from Rorean control over taxes, regulations, ete,

Article XVI of the Agreement with Japan provides that we
will obey the laws of the country and will refrain from po-
litical activity, In Xorea we are not bound by the laws of

Korea, altheugh we of course refrain from political activity.

Article XVII of the Japan Agreement invelves jurisdiction,
In Japan, until the FWATO Agrecment comes into ferce for the US,

or one year has elapsed; the US has jurisdietion over US personnel,
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Tapen may arrest Americans/outsid 'of (8 areas and facilities,
but mst turn them over to US authorities. The US can arrest
Japanese inside US areas, but must turn them over to Japanese
authorities. In Korea, by agreement with President Rhee, the
RKorean Government has no jurisdiction over UN personnelg Within
the UN Command any UN MP can arrest UN personnel of any nation.
However, they must be turned over to their own authorities for
trial. The only exception to this is that Korean MPs may not
arrest other UN personnel. vThis was occasioned by the infil-
tratiom activities of the North Koreans and the difficulties

of identification.

Article XVIIX of the Agreement concerns claims. Roughly,
there are three types of claims and methods for handling them.
Ve have a "knock for knock" arrangement when the damages are
caused by official acts on both sides against official persons
or property on both sides. In the case of an official act on
the US side where a third party is damaged, it is handled under
the NATO formula. Japan adjudicates and settles the claim and
forwards a statement to the US for partial reimbursement. The
percentage to be reimbursed by tﬁe U8 has not yet been deter—
mined. Yn claims arising out of non-official acts the individual
is subject to Japanese civil jurisdictionf However,‘é provision
is made for ex gratia payment by the United States.. In Korea
no mention has been made of the entire field of élaims with the
possible exception of procurement claims.

Article XIX of the Japan agreement involves foreign exchange
controls. Roughly, in Japan US personnel are subject to Japanese
foreign exchange controls except that they can deal among them-
selves in foreign cxchange and can remit in or out official funds,
Pay earned, and funds received from abroad.‘ In Korea nothing has
been agreed upon or discussed with the Korean Government regard-
ing the application of Korean foreign exchange controls to UN

personnel. All control is unilaterally applied by the UNC.
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Article XX of the Japan Agreement involves the use of
military payment certificates and military facility banks.
Military payment certificates may be used by persons authorized
to do so by the United States. An important provision is made
that Japan will exercise control over her nationals not author-
ized to do so by the United States» An important provision is
made that Japan will exercise control over her nationals not
authorized to use military payment certificates when‘engaged
in illegal transactions. Japan permits us to use military
facility banks, which are in all cases US banks, within our
facilities and areas. In Korca all UN personnel may use MPCs
except Koreans. Korea has agreed that the US is not obligated
to redeem MPCs when presented by any Korean, whether official
or provate. The British use their own scrip. It is not illegal
under Korecan law for Koreans to possess and use MPCs. The Korean
Government does not enforce regulations regarding MPCs and the
Korean press has expressed itself as deeply resentful of acti-
vities of US MPs in attempting to impose our military currency
regulations on Rorean people.

Article XXI covers Military Post Offices. The Japanese
agree tb permit us to use Military Post Offices. In Korea we
use Military Post Offices with no agrecement or understanding

reached.

In Article YXXII Japen permits us to enroll and train re-

serves. JIn Korea the subject is not mentioned.

In Article XXIIT Japan and the US agree to cooperate and
secure legislation regarding the security of US property and
information. It is of intercst that the current threat of
strikes in Japan is in protest agpinst‘proposed Diet legis-
lation in regard to any anti-subversive bill. In Xorea no
reference is made to thc subject except that on occasion Koreans
have requested that they be permitted to screen our Korean em-
ployees for subversive influence. On some occasions we have

. done so,
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Article XXIV of the Japan Agreement pertains to hos-
tilities, actual or imminently threatened, and merely states
that in such event Japan and the US will consult together,
In Xorea, of course, we actually have hostilities and all
Korean military forces have becn placed under the Ul Command,

We also have in effect KMAG arrangements which were formalized

long before the beginning of the present war,

(Article XXV of the Jspan Agreement pertains to expenses
and provides roughly that the US will pay all local expsnses
incurred in Japan with the exception that (a) areas and
facilities and jointly used facilities will be procured by
Japan and furnished to the US at no cost; and (b) Japan
agrees to supply the equivalent of $155 million in yen on an
annual basis, to be used by the US forces to meet local
requirements, While there has been the suggestion and impli-
cation of a parity basis for meeting these costs, as a matter
of fact, the US will probably pay more than 50% with US ap-
propriated funds, In Korea we have the currency agreement,
whereby Korea agrees to supply all won required by the United
Nations Command, ¥o charges have besn raised for the use of
areas and facilities, We do pay for a considerable number of
items, primarily labor, commodities and some textiles, This

subject will be discussed in greater detail in a later meeting,

Article XXVI of the Japan Agreement provides for a Joint
Committee to work out problems of implementation, There is no
cormittee, as such, in Forea, However, other channels of

liaison are in effect,

The rémaining articles pertain to the effective date of
the Agreement, seeking legislation on both sides to implement

it, the revisions of the Agreement, and its termination, It

D~ __,gw,, i il ht

UNCLASSIFIED




AL e PR RLT  eee

UNCLASSIFIED

-, . { p 2 .
should be noted there is no mention of ecoftomic aid, no

supervision of Japancse activities, no provision for advice
or direction., In other words, there is no civil affairs or

military government type activity embodied in this Agreement,

In Xorea, on the other hand, there is the whole field of
econonic aid, advice, supervision in all sorts of fields,
There are problems of caring for whole sections of populations,
refugees, etc, As you know, we have as yet been unable to
formalize such activities in a single over-all agreement,
Many on-the-spot arrangements have been worked out primarily
through the agencies of UI'CACX., These arr-ngements, counsum-
mated by UINCACK and other elements of Eighth Army, while not
formal would not adequately be described as informal, and
for lack of a detter term, I should say they were semi-
fornnl, They are important because they form the sole basis
for carrying out the manifold relief, economic aid, end civil
effairs activities which have been assigned to the TUnited

Tations Command,

I am not recommending that practices and procedures which
have been developed or which have grown up should in all cases
be formalized, or that they should be discussed with an idea
of formalization, Certainly I do not consider it zdvisable
to attempt to apply the US—-Japen Agreement in toto Yo the

Korean situation,
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Preparec by: ALFRLD C OPrimR
Legal Advisor
Governuent Division
G-5 (Civil Affuirs)
GHQ, FEC/UNC
9 April 1952

ROX CONSTITUTION AND GOVLRRMENT

O R EEEEEEE

I. HISTORICAL EBACKGROUND:

Three nations were dominant in wodern diplonetic his-
tory as coupetitors fer tue control of Korea: Chinw, Russia,
exercised & strong »olitical znd cultural

influence upon Korea,
- By 1899, f-llowing the Sino~Jopanesce War, Cuhina was .

forced to accept Kovea as a full independent state und to re~

nounce all claius stermiing fror tie former loose suzerainty.

Subsequently, Russia succeeded in consoildoting Ler econouic

nogition in the

e

Japanese grip ied to tle Russo-Japancse War and Russials cefeat.

The Treuty of Porthuuth (L905) gave Japzn o free hand in Korea.
With tie acquiescence of Bangland and the Uuited States, sae
assuied a protectoratce over Korea and within five years uad, in
spite of tue bitter opposition of the Korean peuple, obtained

political control which culiinated in the forumal ennexation and

integration in tie Japanese Bripire withh the end of the Korean

ynasty i1n 1910. The Japanese rvled witi: their usual colopnlal

joh

i \ efficiéncy, exploita.ion, and strong police state netiiods., How=
ever, they were never able to win the people over. Independence
novenents did not cease to exist during tie 35 years of
Japanese Gowuination, (

During World War II, soiermn plelges were unade by the
United States, tie United Kingdon, tie Soviet Union, and China
that Korea would in due crurse vecone frec ané indepencent., Thae

Cairo prouise of 1943 was confirned in the Potsdam Declaration.

After tue surrender of Japan, tie peninsula was divided into a

Northiern and a Southern zone. The 38tk parallel, fixed initially
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for purely mlitary purposes, assuned fateful significance 1n
separating the two parts of the country poiitically and aduiini-
stratively and plecing tiaew under nilitary occupation of two
different nations allied at first to each other, out subsequen-—
tly developing iiutual hostility of a gigantic gcope.

To prevent tue 36th parallel frou vecoulng an iLpas—
sable barrier to t.e unification f Korea, tue Four Big Powers
concsuded an Agreeuent in Moscow Ducenber 1945, in wihich a
trusteesiidy of tuese powers wus visualizel., It also provided
for a Joint Auerican-Soviet Couuission to assist in tue fora-
tion of a proviginnal Kerean deuocrutic governusint tiirough
consultutiosu witl "Korean de.ocrietic parties cad social organi-
zations," The Coualssion et 1n Seoul in March 1946 and, after

-

a nuuber of sessions, adjourned in May witlout Laving reached
any c¢-neiusion. The cnferences were taken wp after an ex—
cuange of couzmnications betwe.n Secretary of Stafe Marshall
anc. Foreign Minister Molotov, but broke down cgain in suuner
1947, The nain re.son for tiae fariure of tie Joiut Coniission
was 1ts inabiliity 9 rewc. an agresueut on the guestion as to
tiie Korean c.nsuitees to De selected. After & yroposal of

the United States Govermneut for a Confereuce of tue Four
Powers aad besn rejectod by t.e USSR, tae United States
broug.t tihe natter up at tlie General Assembly of the United
Nutions walca ofter coreful consideration of the wiole problen
resolved to estoblisih a nine-nutinn UN Teuporary Coimilssion

on Korea to be present in Korea and to observe tiot the Korean
representatives w.o siould be consulted were in fact freely
elected by t.e Korean peopie, t.uet elsctiuns shourld be hneld
not later than M.rclh 31, 1948, anc thot the Natvional Governuent
once estublishied take over fro.. tho occupying powers, A Pro-
posal of tle U>SR tuat tie occuuying ArLies be withdrawn and

tiie Koreons allowed t0 estabiisi a national government without
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outside assistance was rejected., The Com.ission arrived in
Seoul 1in January, 1948 When 1t sent a cowamication to tae
Soviet coumander of the Northern zone, ue refused to accept it
and the Corwxission was not peruitted to function there. Foced
witn tiis situation, the Ccurission consuited the UN Interin
tie UN A
prograi in tuose parts of Korea which were zccessible o it,
Thus, clections to & Notionol Asuenbly were prepared in South

T
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Korea by tioe US Coumander under observat
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of the UN Teiporcry Corwdssinn., They took place on 10 May
1948 witii approximately 75 percent of all eligible voters
participating., The Couluission uecard toae views of representa-
tive Koreans and iade a nurber of recoi.endetinis for ensuring
an atuospacre of freedoi in the ¢lections. Although critiezl
of the crnduct of the nctional olice and tiie bellicose and
intolerant youth organizatinns, the Commission finally ad-pted
a resolution to the effect tiat Mo reusonable degree of free
atuosphere wherein the dewocratic rights of freedin of speccisy,
press, ard asseubly were recognized and respected" hod existed
during the elections and tlot the results of the elections were
Mg valid expression of tiie free will of tiie electorate in those
parts of Korea which were accessible to the Coundssion.®

The elected repriusentatives convened on 31 May and
elected as cuairnan Dr. Synguan Rhee, recognized as tne
rellying force in the independcence Loveuent axd as forceful
eneny of Courunisu. The Assernbly proceeded to estabiish rules
of procedure and to organize Committees. Its wain i1nitial
tosk was tue drofting and discussion of a Constitution for the
Republic of Korea, wiich was adopted with auvazing haste on 12
July ané prouuigeted on 17 July.

It should be noted tuat seats proportionate in nun-
ber to the population had beea left vacant in the Assenbly for

tie later participation of the people of the Northern Zone.

R
’ UNCLASSIFIED




wh 5

TN

TN

11,

UNCLASSIFIED
.--éi;;‘-(gi!l-ée;;-

However, at al.cst the same tiue another governuent wos crected
under Russian sponsorship in North Korea. Bota governuents
claiued jurisdiction over the waole country.

THE CONSTITUTION OF THE ROK:

The predouinant fewture of the Constitution is the
strong position of tue exccutive broncu of tie governient
headed by the President of tie Republic. Wita regard to govern—
mental structure, tie Constitution follows the Anericon Presi-
dential Systeuw. To be surc, tae President is elected by the
legisleture, tie National Asseubly, for four years, but neitiier
Le nor uis Ministers neesd tihe confidence »f the Asseubly and
uust resign in case of a non~conridence vote, Thae Presicent
nust not necessarily be a uenber of the Asseunbly., On tue otier
hand, different froum tie new Japonese Constitution and English
tradition, the President lLizs no power to dissolve tlhie Assenbly
witich is also elected for a term of four years., Tue Vice
President, who acts for the President if the latter 1s uncble
to perforw his duty and to waown other responsibiiities of i.=
portince are assigned, is also eltected by t.e Assenbly and his
tern of office begius and ends siunuitaneously with tliat of tue
President. However, apart froiw. the Priue Minister wion tihe
President con appoint oniy wita tue consent of tae Assenbly, -
e nay cuoose nis Ministers at ais free will and way Gisuiss
2ll of tuen inciudiug t..¢ Priie Minister, The latter is werely
tie "first" mainister with tie duty to control and supervise tue
newuds of the departuents aud to toke cucrge of affairs not
assigned to any perticular departusnt. He and his colleagues
are only ossistents to tue cuief executive, Tue state cowncil
acting as & collegiate body, s c¢ouposedof tioe President, the
Prine Minister, and the otlier Ministers aud susll decide by
majority vote on suportant national ponlicies wiicly coue with-
in the scope »f the presidential powers. However, in the ligutb

of the power nf tiie President to reuove 18 Ministers, the
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possibility of his being overruled in tiie Council is merely
theoretical,

e President has tue usual executive powers, as
Comnander-in-cinief of tie Aruy, with regard to diplonetic re-
lations, appointuent and re.oval of governuent officials,
granting «f ammesty and pardon, and bestowing of decarations
and nouors., He also may veto legislation, However, his most
far-rozching and possibly iost dengeruus prerogutblve 1s tue
authority to issue .uergency decrecs if tuere 1s no sufricient
tiue for convoking the legisloture, He nay do so "when 1n
pine of civil war, or in & dongerous situation arisiug frou
foreign relaticons, or in case of a natural calamit&, Jr on ac-
count »f o grave econ nLic or finencial crisis it is necessary
to take urgent ueasures for the iaintenance of public order and
security." The orders or dlSPOS;ﬁions of the President under
this authority uust be reported without delay to tue Assenbly and
lose their efrect if the Assewbly!s confirnction has not been
obvtained, Tais euergency power oninously recolls the notoricus
Article A8 of tlhe Geruan Counstitution in the Weinar Republic,
whiclhi wos abused by Hitler to by-pass the Reicustag and esta-
blish Lis dictatursiip. Still, it must be adultted tiat in tae
situation of continu us tureat frou internsticnal as well a
domestic danger iu Souti: Korea, soue sucli extraordinary power
of the cxocutive was necded, In addition, the President Loy
proclaiu a state of siege,

Tie legislature is unicaueraly Tue National Assenbly
is elected by universal, direct, equal and secret votes of the
people. It convenes esaci: year f r the regular session, In
acdition, the Specker suall suunon & special session uprn re-
quest ofAthe President or of not less tuan one fourth of tue
uerbers, The Asseubly has the right to consent to treaties

and to declarations of war agcinst a foreign state.” Tue Priue

Minister, Linisters and tlelr representatives, nay attend the
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neetings of the Assembly, state their opinion, and answer
questions, They nmust do so if required by tue Assenbly, The
nenbers enjoy imrmunity and can be expelled coniy witl the concur-

rence of two thirds of tie ieubers durly qualified and seated.

Qualified majority is alsc required for the iupeachment of the

public officials deteruincd by law. However, the lupeachment

Court which is to rendcr the decision is presided over by the
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Court and five memners of tue Asserbly as associate judges.

As to legislation, bills may be introduced by the
neubers of the Assembly or tuae government. Waen enacted, the
law snall be prooulg.ted by t.e PresiGent, He has the right to
veto 1t, but way be overruled provided tust the Lssenbly confairus
the bill on reconsideraticn by two tuirds of the ueubers present
whose nuber nust be ot least two thirds of the elected newbers.

The Constituticn is not too explicit about tae third
brancn of the governuent, the judiciary. It nerely states
tint the judicial power shall be vested in tie courts composed
of judges and refers to upleuenting legislation regurding the
organizetinn of the Suprene Court and the lower courts as well
as the qualificution of the judges. The Chief Justice shall
be appointed by tiie President with the consent of the Nutional
Asserbly. The tenure of the Judges is ten years, but they nay
be re-appointed. Their independence is euphesized and their
status guaranteed. The rule-making power of the Suprene Court
is very liuited. Most iuportant of all, the courts Lave power
of judicial review .uly over aduinistrative orders, regulations,
and dispesitions, but not over legislation., Deternination on
the constitutionwlity of o stotute is vested in a special Con-~
stitution Counittee consisting »f the Vice President as chair-
nan, five uemnbers of tue Suprene Court, and five weubers of

the National Asseubly. A decision holding a law unconstitutional
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requires a two third nejority. It can easily be secen that
tLis arrﬁngeuent w1il nake the invaildatlon of a law on c n-
stitutional grouvnds an exceptional event,

he two Articles dealing with local auwtonoucus or-
ganizations do not guarantee any true loccl autonony and do
not uake election nandatory, but ref.r to subsequent legis—
lation on the subject. A Local Autonoiy Law was prouuvlgated
on 4 July 1949, As yet, no election has been held under it,
largely due to the present war, The law falls short of plac-
ing full self-governuent in the hands of the people, Provincial
governors and the mayor of Seoul will continue to be appointed.
Elections under the Law have been announced for 25 April for
cities, towns, and townships, while elections for provincial
assenblies are planned after the establisiwient of the autono-
mous organizations on tiie lower levels, 'Whether and to what
extent these elections will be the stepping stone to the de—
velopnent of a deunocratie self-government in the local enti-
ties remaina to be seen,

Following‘the example f all nodern Constitutions,
the ROK instrument includes a Bill of Rights. The usual funda-
nental wnman rights are listed, such as =quclity before the
law, freecon of religion and conscience, and certain safeguards
in eriminal procedure, However, Lost of these guarantees are
seriously weskened, if not enasculated, by tie nmodifying phrase
"within the liuits of the law", sinilar in tiat respect to the
guarantees of civil liberties in the Japanese Meiji Constitu-
tion, Consequently, any o»f tlhew can be abridged by legislation
so that the protection i1s granted only frou adiinistrative
encroacianent, Tuis is porticularly true of the freedowu of
speech, press, asserdly and asscciation as well as of the
rignt of labof to collective bargaining and collective acticn,.
In the crininal process certain sufeguards considercd cssential

to & huuanized law enforceuent systen are absent, for instance,
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prohibition of torture, w.ich would have been particularly

necessary in Korea, exclusion of confessions as evidence if
they are the only proqf of guilt, and a provision that nobody
can be compelled to incriminate hiuself,

Finally, a Chapter on "Econouiy® is of particular
interest cecause it envisages o considerable extent of state
socialisn or statisu. Mines and other wuportant wineral re-
gources, water power and natural powers which pay be utilized
econouically sihall be owned by the State, waich umight for a |
liuited period grant liccnses to privoate persons, Furtheruore,
to nect urgent necessities «f national life, private enterprises
shall be transferred to state or public ownership, or their
Lanagelent saall be glaced uunder control or supervision of the
state or juridical persons of public law, |

In connection with the Constitution, a Governmnent
Organization Law was enacted which establislied the necessary
aduinistrative agencies including departuents or uministries,
boards, offices and coumittess, There are ot present thirteen
departuents, witiiout the Prine Minister's Office, In addition,
certain agencies are und.r hie jurisdiction., I may nention
the Office of General Aduinietration in charge of problens of
aduinistrative orgonigation, tiue Orfice of Publiec Inforumntion
in chorge of proclamation of laws and ordinances, publjc in-
formation, propaganda, statistics, printing, and cbpyrights.
tiie Office of Leglslaticn in chiorge »f drafting and anal&zing
proposed bills and ~rdinances, the Planning Office, in caarge
of over-all planning on financial and econui.de éffalrs, in-
dustry, raw uatericlis, price of courodities, preparation of
the budget, and zlso civil assisfance requireaents, Office of
Suoply, in charge of receiving, warehmuslﬁg, and distributing
CRIK supplies, and the Office of Property Custody which plays
a significant roll in connection with tae former Japanesé vested

-~

property. Taere are finally tie Civil Service Counission, the
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Inspection Cownission, and the Poard of Audit, directly under

the jurisdiction of the President.

RECENT eH ‘
Since the Constitution provided thai the National

Assenbly, which enacted it, sh-uld continme o8 legislature

for two years, the new elections took place on 30 May 1950,

President Rheefs supporters won on.y & minority of the seats.

Phe new Assenbly net for the first tiume on 19 June 1950. kAs

a result of the invasion, it was forced to move from Seoul to

other locations, returned in October 1950, but aad to leave

again, Tae Assenbly now cintinues to neet in Puéana‘ Itg

legislative activity .uas been intensive, Slxtykbills were en—

acted into law, ten Presidential e..ergency decrees confirned,

and over 100 resnlutions adaptéd. The laws enncted relate

mainly to téxatlon. the financing of war expenditure, and se-

curity uatters. An Aduinistrative Litigation Law providing

judicial urocedure for tie chuallenge of aduinistrative acts
is worthy of special uention.

Recently, a controversy arose as the Presicdent
favors two constitutional auendments to which the Asseubly is
bitterly opposed: Fi;st, he wanté direct elections by the
people for the office of President, instead of tie elections
by the Asseubly, and second, he desires to replace tie uni-
caneral by o bicaneral systew of legislature., Dissatisfied
with the attitude of soue of the svlons, Rhee went so far as
to threaten their rscall, waich indicatesyto say tue least,
o cueerful disregard of tue Constitution. No such right of
expulsion or recall exists outside the Asseﬁbly itseif.
Certain efforts of tue Assewbly to exercise parliauentory
control over the policies and ections of the executive have
been noted in a Report of UNCURK, dated 5 Septeuber 1951.
According to this Report, the Asseubly during 1951 coqp;eted
an extensive invecstigation into the functioning of the‘na-

tionol adninistrative structure, watcusd carefully to see

”
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that the emergency'povers ﬁe not abuscd by the President,
brought about the lifting 6f nortial law in rost of the ter-
ritory, anc insisted thot the right of nilitary courts to try
civiliang be liuited.

A genuine systeu of political parties has not yet
dewveloped. Tuere are at present five registered Partles, ail
of which ha;e é nationalist apyroach and are opposcl to con~
munisn. Otuerwise, their respective ains and policies are not
well defined gnd distinetions are not ensily discernible in
their glatforuy. There are also M"patriotic organiz;tioné”
which, altihough not officially affilicted with political parties,
excrt considercble political influence, The wost iwportant
are ?he Great Korea Y uth Corps and the Notional Society, which
enjoy Governnent backing., The very uilitant Youth Organizations
apparently serve cs 2 kind of protective guard for the Govern-
nent and occasionﬁlly use seui-terroristic methods of control-
ling and intinideting the people. Leftist and Counmunist

groups are working underground and as guerrilla fighters.,

EVALUATION:

The Constitution and the Govermment of the ROK bear
the iupression of the personnlity of Syngman Rhee, who was
elected its firlt President, While the Constitution is dased
on Western principies, it hos serious wecknesses according to
our own denocratic standirds. The power of the Chief Execu-
tive appears too excessive, fundauental‘hnman rights are not
fully protected, tuere is no adequate Judicial review of
legislatinn, and local autonomy is not sufficiently guaranteed.
Ag the s1tuat14ﬁ is at present, tue constitutional principles
have nct yet been iupleuented in the whole wody of the law and
are not much nore than high-sounding stendards for the guldance
of the legislature, The treuendous differénce fron Japan is
evident, The laws of both countries were identical in 1945.

The codification, dating bick to the Meiji Restoration,




~

'included the Civil, Coumercjel and Criminal Codes, Procedural
Codes, and Court Organizatién Law, all of theu following the
Germon and French uodels of the later part of the nineteenth
century and, looking at it frou the continental point of view
of that period, fairly advanced, However, tuey nave many
elements irreconcilable with the American-influenced wodern
Constitutions of both Korea and Japan. While in Japan a
sweeping reform of these Codes has been curried out to imple-
ment the Constitution and fill it with life and blood, no suca
fundauental changes acve been uade in Korea where, generally
speaking, the legal systen rewained in tie scme co.dition as
we found tihe Japanese legal systen wien the Occupation began.
More iiportant thaon the written Constitution and laws,
however, wure the spirit and method of their application, waich
depend on the attitude of the rulers, The ROK has been called
a totalitarian state, a dictatorship, and & police stiate.
There is sowe Jjustification for all these epithets, but based
as they are on Western concepts, they are inappropriate to Koreas
The central figure in her governuent is Dr:48yngman Rhee. He
spent soue 40 years in exile, uostly in tioe United States, where
he devoted himself unceczsingly to tiae ceuse of Korean indepen-
dences To the Korean pecole he is a legendary syubol of their
independence and he enjoys the confidence of the overwhelning
majority ancng theu. However, he is now a wan of 77 years, who
at tines shows his oge in periods of senility and of emotional
outbursf; He 1s an extreme autioriterian and notionzlist wao
rules tie executive branch »f the governuent with an iron hand
and resents any effort on tiae part of forelgners to influence
his governuent. This attitude originates in his national bride
and the sensitivity f a long suppressed nation., In our con-
tacts with wost Koreans, we find these troits being a continuous
handicap., It has been uventioned, on tﬁe other hund, that Rhee
dnes n-t emntrol the present legislature. Still, thé tension

between the two brenches of tle governuent 18 n:t so nuch based
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on differences in principleé. but caused by personcl intrigues

and rivalries of acubitious politicians.

The Korean police having learned all the vices‘of the

Japanese police wiile lacking thelf virtucs, are artitrary and
brutal 28 well as corrupt. The use of tuird degree nethods
and lengthy detentions are & well known conComitant of their
investigoting methods, The police is also ysed for political
purposes.

Corruption is, however, not linited to the police

but extenda to other officials of the go#ernuent, whetlier igh
or low ranking., This choracteristic has a long history in a
country where poiitics meant advancing one's own interest.

- Since the volume of supplies and funds under tae control of the
gove}nment is greater than ever dreamed, the opportunities for
privete enrichment are correspondingly increased.

Another indisputeble fact 1s tiaat the Korean Govern-
nent is inefficient. Th?re are o nuuber of reasons for this

"situatiun. Perhaps nost important is the influence of Japanese
poiicy. Korea became a Japanese colory ip 1910 and remained
2 coldony for 35 years. In tuat perind Koreans vere systenéti~
cally excluded frowu pogitions of responsibility, either public>
or private. The few wuo did achieve a degree of eninence vere
all stignatized as Japanese puppets and were ostracized by the
Koreans ofter the liberation in 1945, Following the libera~
tion,. tlie Governnent fell inte the hands of & group of
political exilep, one of whou is now Preeident, and Leny others
of whou hold iuportant admlnistrat1ye vositions. None of these
Len ha¢ hed eny experience 1n the udm1ni§tration of large-scale
affairs, They hac been politicel agit.tors, wiwo succeeded by
virtue of events beycnd thweir control. While sme of tﬁem are
nen of consicercbie intellectunl steture, they are generally
deficient in execuntive and in adnlnistrativebability. There
are oyher eleLents in tie situation, however. The Korecan

Governuent has & long history of aduinistrative weckness prior
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to the period of Jepanese douination, It has long been
nvlagued by tue pernicicus influence of cliques. Under the Lee

Dynasty prior to 1895, the Governuent was a uatter of palace
intrigue betwe.n rivel factions, in the ancient oriental tra-
dition,

Fairness, however, requires the recognition tiaat tlhe
young Republic, before it was properly established after = long
foreign donination, was put to & forunidable test of olitical
and econouic difficultics culuinating in the full-scale arned
invasion of the country, waich at tines saw itself threatenel
with extinction. War and devestation struck the nation and
nost of the territory’has been o battlefield at onc tine or
another, A lorge number f Koreans lost their lives; entire
courmnities have been wiped ~ut and others largely destroyed.
Pransport and corxmunicati~n were cisrupted, the central govern—
pent had tu nove, Bnd lorge nuibers of refugees tlocked the
roads. All these and uony other probdlens wnad o be solved by
an unprepared and unexperieﬁced guvernuent. The foet renains
that despite <ifficulties and ¢ nfusion the governmental appa-
ratus did not disintegrate and thaet the civil administration
wes quickly re-established as districts were liberated frou
enery occupation, UNCURK in the aforementioned report arrives
at the s uewhot optinistic conclusiun that Korea will, when
hostilities have ended, with slowly acquirec experience in ad-
winistration, with internctional assistance, and through the
painful process of trial and errvor continue to develop the in-
stitutions of deuocracy,

However th:.t wuay be, and whether or not we agree with
this evaluation, in the existing international situation our
own naticnal interest is irretrievably tied up with the preser—
vation of the tiny and inmperfect Republic of Korea. fhe
United States hes been her parent, or, to say the least, the

nidwife at her birth and has since kept her alive with
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trenendous effort. To abandon her would necn o terrific loss
of face in Asia, where face counts wnore tuan in uvther parts of

the world, We cannot afford such ioss., The Korean Governuent

knows this very well and takes our support and sacrifices for
granted, witliout silcwing the degree f couoperation desircble for

t¢he achievenent of the conmion goal.
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UNCLASSIFIED

4




Te

II,.

UNCLASSIFIED

-E% R

Prepared by ALFRED C. OFPTER
Legal Advisor
Government Division
G-5 (Civil Affairs)
9 April 1952

VESTED PROPERTY IN KOREA

R N R R T

INTRODUCT ION:

The handling of the former Japanese property by the Milie
tary Government in South Korsa was one of the most crucial
of its responsibilities, The problem has economic as well
as legal implications, The economic significance may be
understood by the fact that most of the wealth of Koreaw—
mines, farmlands, forests, railroads, factories, commercial
establishments, art treasures, bank deposits, and automobiles
belonged to the Japanese, The legal validity under internation- —
al law, of the disposition made of this property by the Nilitary
Government has been challenged by the Japanese representatives
in their current negotiantions with the Government of the ROK
in Tokyo, The subject has never been treated in 2ll its rami-
fications, and the information available is incomplete and not
up to date,

VESTING AND ADMINISTRATION:

One of the first actions of the Occupation in South Korea
was the enactment of Ordinance No. 2 of 25 September 1945,
according to which all properties of the governments and
nationals of Japan, Germany, Italy, Bulgaria, Rumania, Hungary
and Thailand were impounded, restricted and controlled by the
Military Government of South Korea, The Ordinance declared
void any transactions made subsequent to August 9, 1945, but
provided for their wvalidation upon application to the Military
Government, This arrangement was confusing and impracticable,
particularly beeause of the insufficient information on the

existing property situation., It was, therefore, with regard
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to Japanese property replaced by Ordinance No, 33 of 6 Decem=
ber 1945 which provided that the title to "property of every
type and description, and the proceeds thereof, ownéd or
controlled, directly or indirectly, in whole‘or part, on or
since 9 August 1945 by the Government of Japan, or any agency
t?ereof& or by any of its nationals, corporations, societies,
asscciations, any other organization of such government or
incorporated or regulated by it is hereby vested in the Military
Government of Korea as of 25 September 1945, and all such
property is owned by the Military Geovermment of Korea !

General responsibility for the care and administration of enemy
property was entrusted tc an Office of National Property.
Custodian, His duties were to seek out, find, and take custody
of all propertiecs in South Korea subject to the Ordinance,
administer them, and provide for accounting thereon. Directors
of the Departments of the South Korean Interim Government

were subscquently appointed to act «s agency for the Custodian
and to control the verious vested businesses and propertics,:
The administration of land was placed under the New Korea
Company into which the former Oriental Development Company

hzd been transformed, while the reorganised Materials Control
Company was given chorge of all surrendered or abandened
Jopanese movable or tangible property, subject to market
operations. This included former Army suppliecs =nd equip-
ments, worehouse stucks of foodstuffs, consumer goods, ete..
Currency ond deposits were assigned to banks and fiscal
agencies, This administrative system suffered from o lack

of coordination and decentralization,. It was not until May
1946 that Provincial Property Custodians were delegated
certain functions connected with the administration and disposal

of vested property.. However, even more time passed before the

2
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Military Government umdertook to make a comprehensive sur-

vey of the assets involved, In this respect the linguistic
difficulties combined with the lack of persopnel skilled in
both languages proved to be a great handicap,

NATURE_AND VALUE OF VESTED )PROPERTY:

A survey, prepared by the Civil Property Custodian of
SCAP, dated September 1948, gives an approximate picture of the
scope and type of former Jupanese property, It is based on a
cempilation of all repcrts of Japanese external assets received
from the Japanese Government in complience with various SCAP
Memoranda.. Values of these assets are estimated in dollars
as of August 1945 by using the official converéion rate of
that time, which was Japanese Yen 15 per $1,00. The estimates
of these values must be taken with considerable caution. The
source of information was the Japanese Government which probably
resorted to boock values of an earlier period, so that, in
spite of varicus adjustsent devices, the assets appear to be
over valuated, even as of 1945, As a matter of course, they
have depreciated materially in the meantime. The Report
covers the Japanese assets in Korea, both North and South of
the 38th parallel. The total of both estimates is approxi-
mately.$5,2h6,000,000. Of this over-all figure the total for
North Korea is about $2,970,000,000 and that for South Korea
$2,2753000,000. This last figure is broken down into govern—
ment owned property (about $449,000,000) corporate cssets
($1,333,000,000) and individual ownership ($493,000,000),

The survey gues into great detéil, and indicates, among

other things, the following types of vested corporate enter-

prisess
Agriculturs Coal Mining & Minerals
Cenent & Cera.ics Communicatioh & Press
Che: iczls Construction
3
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Finance & Insurance
Fishery
Food Processing

Forestry, Lumber &
Woodworking

Iron & Steel Fabrication
Land Development

Machines & Machine Tools

Metals, Heavy

UNCLASSIFIED

Metals, Light
Miscellaneous
Paper

Petroleum & Rubber

Textiles
Trade & Commerce

Transportation &
Warehousing

Utilities

DISPOSAL OF VESTED PROPERTY :

Until March 1947, there was no definite policy regarding
the disposal of these assets, 4part from the aforementioned
difficulties in identifying the vested prcperty, the Milirary
Government saw itself faced with a dilemma hardbto solve. As
far as the former property of the Japanese Government was con~
cerned it had to be kept intact for its suecessor, the future
Korean Government, With regard to corporate and individual
assets, however, the natural wish of the Military Government
to transfer them from governmental ownership and management
intc private hands was somewhat tempered by the consideration
that such disposition wculd mean handing over certain private
resources to interests which had nothing to do with their develop~
ment. There was also fear that it would disrupt econcmic
controls necessary in o period of searcity. On the other
hand, the Military Government was well aware of the disadvantages
of a state controlled economy, on which subject no further
elaboration is needed. Strangely enough, the actusl property
situation resembled that in the Northern zone where former
Japanese property had been confiscated and, apart from the
land distributed among the tenants, managed by governmental
agencies, as far as our information goes. In February 1947,

General lerch, the Military Governor, admitted that the only
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property sold by the Military Government was that which could
not be protected. Finally, an cverall policy was established
a month later in favor of the sale of vested property to
Koreans "as soon as responsible and efficient purchisers could
be located,” According tc a Report of USANGIK "execution of
this policy, while showing perceptible progress, was retarded
by two factors—the scarcity of responsible purchasers offering
reasonable prices, and uncertainty as to ultimate probobilities
regarding naticnalization in the case of industry, and land-
reform in the case of real property. Since neither preblem '
could be resolved or eliminated at operzting levels, alternate
methods of solution were attemptec. These included corporate
reorganization, sale of vested shares, liquidation, and partial
sales, Business leases also were made as an alternate measure
and were viewed as a strong possibility for the future in case
the sales program did not become more effective at an early
date," The fierce agitation for land reform and for the
transfer of Japanese holdings go the Koreans caused the State
Department to announce that a ma2jor objective of Military
Government in Korez was a land reform which would reflect the
wishes of the Koreans and their desire to replace tenancy
with full ownership of the land by the individual farmer.
Therefore, against the resistance of the Interim Assembly,
land reform with respect to the vested agricultural property .
was imposed by decree of the Military Government which trons-
ferred these huldings from the New Korea Company tc a National
Iand Administration for sale to Korean farmers. The program
was to place in the hands of 487,974 tenants families 668,965
acres of land. When American control in South Korea ended on
15 August 1948, 85 percent of that land had actually been
distributed., However, no real progress was made with regard
to the rest of the vested property. To be sure, reorganiza-
5
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tion programs were initisted on an experimental basis, pilct
operations concentrcting on companies with hesd offices in Seoul.
Investigrtions were begun in line with this policy on the 3,800
juridical persons of the capital. Primary emphasis was pléced
upon reorganization of companies in which less than 90% of the
shares were vested, Alternate courses included: dispcosal of
the shares, or retention of the holdings with delegation of
management to duly elected bcards of directors, according to
the best interest of the economy, However, the estimate has
been made that at the tcrmination of the Occupation 90% of the
modcrn industry in Korea remained under government ccntrol,
Exact figures of the disposal are not available, According tb
Military Government reports it appears to have been around &%
of the vested property,

TRANSFER TO ROK:

On 11 September 1948, a so-called Initial Financial and
Property Settlement was concluded between the United ‘States and
the Republic of Korea, According to irticle V of this lgreement,
the Government of the Republic 6f Korea recognized and ratified
all disposition of former_Japanese public and private property
vested under Ordinance 33, It was furthermore stated that the
remaining vested but unsold property, the net unexpemded proceeds
from rentals and sale of vested property, together with all
accounts receivable and sales contracts "shall be transferred to
the Government of the Republic c¢f Korea." The latter also re-
lieved the United States of 2ll 1liability including 2ll present
and future claims rising out cof the vesting, administration
and disposal of the propertye.

The ROK seems to favor the continuation of governmental
controls over the vested property. It h:zs even recentralized
its administration. The ROK Office of Property Custody had
disposed, as of 30 June 1951, of assets in the total amount cf

approximately Won 13,711,500,000 which, considering the con-
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version rates, constitutes an infinitesimal percentage
of the value of the vested properties., The uncertzinties
of the war with its destruction anu with the constant
danger of Communist invasion from the North did not and
does not encourage private investment, Vhile our policy
is along the line‘of prcmoting dispcsal of vested
property and the development away fram state monupolies
toward private entcrprise, the practical execution of
such policies, even if the Govermment of the ROK would
cooperate, must await & more favorable time,

TREATY NEGOTIATIONS BETWEEN THE ROK AND JAPAN:

The problem of Japanese vested property in Korea
has recently become a seriously controversial issue in
the treaty negotiations between the Governments of Japan
and of the ROK. The Korean representatives take the
position that the Vesting Ordinance No. 33 constituted
a wholesale transfer of the title of property from the
Japanese Government, corporations, and individuals to
the'Military Government as trustee for the future ROK

Government, that subsequently the property not disposed

.of by US LMGIK was further transferred to the ROK Gov~-

ernment, and that the Japanese Government recognized
these dispositicns in Article 4, Paragraph b of the
Peace Treaty, The Japanese representati#es, on the
other hand, argue at length that such transfer of the
title to Japanese Private Property would have been
confiscation and so contrary to international law,

Only the custody and the administration of such
property could have been taken away by the Military
Government, in their opinion, but the owner could not
have been deprived of the substance of his property and

of the right to the proceeds or equivzlent of the disposal.

7

Sooof—

UNCLASSIFIED




UNCLASSIFIED

e

The provision of the Peace Treaty cuvers preoperty trans-
fers made by the Military Government, but, the Japanese
assert, has no effect in the re¢lationship between the ROK
and Japan. Japanese conclusiocn seems to be that the title
to the property should be restcred to the original owner,
while in case the property was svld by the United Stctes
Military Government, the original owner's claim tc the
pr§ceeds continues to exist, 4 settlement concerning
this property must, the Japanese believe, be made by
an arrangement between the Governments of Japan and the
ROK, as provided for in Article 4a of the Peace Treaty.

I do nct intend to go into a discussion of this
legal controversy. It is our impression that the Japanese
have acvanced their arguments mainly in corder to counter-
act extravagant property claims which the Koreans have
made in the course of the negotiations, such as the demand
to return to the ROK the property in Japan of juridical
persons with head-cfficcs in Korea, as of August 9, 1945.
The Koreans were greatly shocked by the Japanese position
and there was talk about their breaking off the negotiatiocns.
However, it appears more probable that, after long and bitter
negotiaticns, some compromise will be reached finally.
In the present internationsl atmosphere it is very unlikely
that the Japanese Government will appeal to the Inter-
national Court of Justice and either challenge the legality
of Article Lb of the Peace Treaty, or request an inter-

pretation along the lines of their peasoning.

v
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Agricultural Advisor

Government Division

G-5 (Civil Affairs)

GHY, FEC/UNC

9 April 1952
PRESENT AGRICULTURT AND FOOD PCSITION

SOUTH KOREA
¥ OH KX X KK K KX AKX KX XK
I. BACKGROUND: '

Agriculture is the most important industry in South
Korea., It is characterized by a small cultivated area in
relation to the large agricultural population, small scale
farming, primitive, but intensive methods, disregard for soil
conservation on the'hills;des and mountains but with amazing
terracing on rice lands; the predominant position of rice in
the economy of the nation, the importance of work cattle in
farming and transportation, the eminence of the straw bag,
the fetish desire of the farmers for ammonium sulfate, and the
communal living of the farme»s,

Intensity of agriculture is reflected by these factss
(a) only 24 nercent of the country, or 6,500,000 acres of
the total land is tillakle, (b) there are approximately 2,400,000
farm house“olds compared with about €,000,000 in Japan and
6,2000,000 in the United States, (c) the average tillable area
per farm is 2,2 acres, and (d) the large farmer population.

The population of South Korea is some 21,000,000 distributed
in percentages as farm 66, part farm 11, and non-farm 23,

South Korea is favorably situated, as to soils and climate,
for the growing of many kinds of crops. Of the 64 million
tilled acres, about 75 percent of the area is devoted tc grains,
10 percent to pulses, and the rest to vegetables, potatoes,
fruits and miscellaneous crops, From 1940-4/ data, the propor-
tion of crops grown in South Korea approximated €5 percent of

=¥

the total food grown in Korea,

~
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Crop South North

Rice 70 30 percent
Wheat and Barley 85 15

Beans 35 65
Miscellaneous grains 20 80
(millets, buckwheat, etc)

Total ab?ut 65 35

Prior to thé war, Korea was a food surplus nation, for
the period 1930-40 having a net export of rice and pulses of
over a million metric tons annually. Most of this came from
South Korea,

The soils of South Korera were formed in a temperate
forest region and with the exception of the volcanic soils of
Cheju Do are mainly of granitic origin., They are lacking in
organir matter, slightly acid, and require fairly heavy applica-
tions of fertilizer for optimum yields, The soil fertility
trend is downward on the agricultural lands and unless serious
attention is given to soil conservation, maintaining adecuate
crop production will be an ever increasing problem,

The climatic conditions of South Korea are somewhat
analogous to that part of the eastern seaborad of the United
Statrs between Charleston, S, C., and Washington, D. C., except
for the heavy rainy season in July-August and a winter season
that is somevhat drier and a little colder in the northern part.

Rainfall varics from 40~50 inches but is not dependable.
Excessive flash rﬁins are common, and there is great fluctuation
from year to ycar. Rice production varies direcetly with the
amount of rainfall during thc months of June, July, and August.
FOOD:

The best available estimates indic~te that the total dis-
ruption caused by the war has been negligible and that food
output is eoual to the pro’uction level attained in the closing

years of Japan's rule, Except for the loss of the area west
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of the Imjin River and fpr the relatively small farmland areas

now occupied by military installations, little loss of lands
has occurred, The farm operators were able to puﬁ in and harvest
excellent crops of summer grains (barley, wheat and rybji The
rice crop was ahout 20 percent below normal owing to drought at
time of transplanting-continuing in some areas through July and
August, and to a lesser extent, late delivery of fertilizer.
However, the largest reduction was caused by inability to plant
about 20 percent of the usual paddy dependent solely upon:
rainfall, In line with the general practice of substitﬁting
short growing season crops when the full rice acreage cannot be
planted, Korean farmers made large increases in areas planted
with millets, soybeans, and beans, The yields on these crops
ranged from fair to good as 4id the output on potatoes (sweet
and white) vegetables and fruits. The total crop preduction‘
for the year 1951 as estimated by UNC survey teams made up of
representatives from the State Department, UNCACK and G- 5 all'
of whom have had experience in crop estimating in the Orient
from 6 to 20 years, in terms of brown rice equivalent, was

24,572,696 suk, or 3,622,532 long tons,

diacd
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CROP PRODUCTION 1951 CROP YEAR

Brown Rice
Area Production Equivalent
Crop _chungbo suk _suk
Barley 551,861 5,660,594 4y517,154
Naked Barley 257,144, 2,538,980 2,328,153
Wheat 111,000 666,000 592,734
Rye 40,000 200,000 179,800
Oats 5,002 17,509 14,357
Italian millet 200,377 965, 500 €75,250
Barnyard millet 1,214 6,261 3,255
Glutinous millet 5,852 21,131 13,946
Sorghum 12,¢6€6 61,001 46,970
-Corn 13,405 54,,866 53,220
Buckwheat 46,659 171,909 111,740
Soybeans 251,93¢ 258,719 1,074,257
Red Beans 23,259 62,767 59,628
Green beans 4,676 11,859 11,266
Kidney beans 1406 377 358
Peas 460 1,554 1,492
Peanuts 569 2,468 4,541
Other pulses 8,270 22,243 21,130
Subtotal 2,454, 562 o 22,865,406
kwan '
Sweet potatoes 41,331 68,652,307 528,095
Irish potatoes 38,302 54,639,000 - 273,195
Subtotal 79,633 801,290
Total grain and
potatoes 2,534,195 23,666,€96
Vegetables 124,940 284,000,000 852,000
Fruit 18,673 20,000,000 60,000
Total 2,677,208 24,578,696
Note: 1 chungbo ® 2,45 acres

1 suk of brown rice = 150 kilograms
or 5.12 Amer-
ican dry meas-
ure bushels,
Brown rice equivalent is a unit serving
as a common denominator in determin-
ing Korea's food position.

Consumption requirements for 1951 are estimated at
24,609,000 suk or 3,633,012 long tons. This would indicate a
deficit of only 4,474 long tons between crop production and
consumption requirements for 1951. This deficit has been more
than balanced out by the foodstuffs imported under the United

Nations Command program,

m
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Excluding fruits and vegetables, the ROK ﬁihistfy of Agris -

culture estimated a production of 19,626,488 Suk, inciudfhg some
11,000,000 Suk of bromn rice, For tax purposes, the Hinistry of
Finance set up only some #,000,000 Suk, as past reports‘of ECA

and Military Government show under reporting of at least 25 per
in

“cent 18 common/Xorea and more so now, since all grain collections

- by the government are in kind derived from vested property, land

reform payments, and a 15 per cent farm tax.

Based on repeated inspections of the markets and questioning
of cross-sections of the population, daily consumption of grain,
excluding refugees which are fed by UNCACK, is 4~5 hops. This is

at a yearly rate of asbout 28,000,000 Suk and presents an anomaly

" which indicates that all estimates of crop production are too low.

At present the ROK Government reports a shortage of grain
necessary to meet their rationing requirements, and is purchasing
barley in the Unites States, and ri;e in South Eastern Asia, This
will be used for rationing the ROK army, police, governmental
officinls, their families, and special smél] groups only. However,
it is not considered that aﬂy major imports of grain weould have
been necessary had an effective crop collection and over-all
rationing program been put into effect. \

Present and forseeable stocks of ROK Government grain are:

176,000 tons of rice in warehouses

65,000 " of barley due in April - May

60,000 " of rice’under procurement from S.E. Asia
40,000 " of pressed barley or barley from Japan or ¥

341,000

It i1s important to note that Korea is not a starving people.
Its per capita food supply is the highest in Asia.. Prior to

liberation, rice made up about 25 per cent of the food consumed.

Approximately 40 per cent of the rice grown was exported to Japan.

No rice is legally exported and it is estimated that it now makes'

up some 60 per cent of the diet.

5
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It is of further interest to record that atout 60 per cent of
the estimated food produgtion is consured by the farm families who
grow it, ROK Government grain collection and UNC imports provide
another 25 to 30 per cent which is cbntrolled by rationing ahd
relief distribution. This leaves 10 to 15 per cent of the total
food supply for sale on the open market, With such a small pro-
portion available for merchandising the market price is strongly
affected by the money supplies. On the other side of the pictur;,
there are only some 3,000,000 people (farmers ahd/rationees
excluded) in South Korea who compete for food in the market - and
this group includes the moneyed classes who can afford to purchase
rice regardless of the price.

There apnear to be ample stocks of rice and other food stuffs
in the markets to mecet the demends. However, the prices are high.
This is partially attributed to scarcity, but there are many other
factors involved, the most significant of which arc (a) brokers
are banded together and are fixing the price of rice daily (b) the
government cclleceted rice and is holding this rice vhich would
normally be entering the spring market (e¢) a2ll farmers were
advised that fertilizer must be barteréd for rice or other grains
~ and this grain is being held by the farmers.

Although prices are high, to all appearances, the people are
well fed, There are exceptions and these people are supplied with
relief grain by UNCACK., The ROK Government takes 1itt1e‘or no
responsibility for the fceding of these people from drought areas,
or refugeea, POW'S, laborers and.the Korean Service Corps (used

in forward areas),

Civilian Reljef Graln:

Consumption requirements for FY 52 amount to 383,835 long
tons. All of this but 25,907 tons have been delivered. For the

first half of FY 53, 120,000 tons of grains have been programmed.
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At present, 26,930 tons of grain mohéhly are required for
relief feeding. Other tommage is for support of POW's, the Korean
National Railway employees; the Korean §ervice Corps, 2026th AU,
and the 1st ROK Army. |

With the return of many refugees to their homes and the

~ harvest of the summer grain crop in June, the number of people on

relief should be reduced substantially,
CROPS:
Rice:

Rice makes up about 55 per cent of the total focd production
and dominates the agricultural economy, Increased production is
correlated with morc irrigation projects, the planting of improved
varieties (now being obtained in Japan), more effective control of
leaf hoppers and the rice stem=borer, the wider use of balanced
fertilizers, and the increased planting of Chinese Vetch as a
winter cover crop tn add nitrcgen and organic matter, The latter
practice hes diminished in recent years.

Other Grains: »

These coneist of barley, naked barley, millets, vheat, rye,
buckwheat, oats, corn, and scrghumas, Producticn of other grains
may be increased through more double crovping which has fallen off
greatly since 1945, the use of more fertilizer, expecially phos-
phorus, and proper land use.

Soybegns:

About 10 per cent of the Ary lands arc planted annually to
soybeans.‘ Yield may be moterially inereased through the planting
of improved varieties such as "Kim Kang Tni" and "Kim Sang So".
Sweet Potatoes:

Offer the greatest opoortunity to incfeaée total food pro-
duction in the southern part of South Korea. They yield well on
relatively poor soil, and no other crop returns as many calories

per unit area. Curing and prdper storing need to be emphasized.

7
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Throughout the country, virus diseases are prevalent and

result in low yields. New virus-free seed has beeh obtained in
Japan for 1952 plantings. This slong with recormended diseasevaﬁd
insect control practices should result in higher yields this sea#on.
More white potatoes should be grown, especially in Kangwon Do\and
Konggi Do.

Fruits and Vegetshles:

Fruits, partiéularly aprles, pears, persimmons, and chestnuts
are normally produced in excess and are available for export.
Vegetable production meets the demands of the people, They zre
comparatively cheap, In 19@9, it is estimated that more than
1,000,000 tons were grown, Chinese cabbage and Daikon (radish) are
the prineipal vegetables making up more than 800,000 tons in 1951,
These two are the basic ingredients of "Kimchi"~the pickle eaten
with almost every méal.

Cotton:

South Korea with its ncrmal heavy rainfall during July and
August, is not good entton country., Growth is poor, production low,
and the staple short. First and second grades are used for sheet-
ing and yarn with the bulk of the cotton i.c,, third ani fourth
grades, used for making absorbant cotton, gauze and padding. About
nne=half of the crop is ginned and utilized at home. Mﬁst of the
cotton for commercial manufacture will have to be imported annually.
Miscellaneous Crops:

The growing of tobacco is an important cash crop. A small
guantity of pyrethrum is produced, at present in Cheju Do only.
Ginseng has becn one of the most important crops for both home use
and export to China, with the center of productioh about Kaesong.
Considerable sesame is produced in small patches around the farm
homes., It is used primarily as a frying oil. Some castor beans
are grown but not on a cormmercial basis, ﬁamie and hemp are grown

to a limited extent.
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Sericulture:

Formerly the most prevalent subsidiary farm business is in a
depressed‘condition due to (a) lower world demand for silk (b) run-
out strains of silk worms - thus resulting in the production of
poor silk and (c) negléct of the mulberry t?ees.

IV. LIVESTOCK:

Work Cattles

Work cattle are to the Korean farmer what the horse, truck
and tractor are to the American farmer. The cattle have been
selected for years for their cherry red color, good bone general
conformation, docility and strength, In general they are some-
what weak across the loin and carry down poorly in the fWist, but
are superior to any class of work cattle which the writer has
encounteredAin 15 countries., It is Aoubtful if any importation of

the usual breeds »f cattle would lend improvement, Perhaps the

Romano-Sinuano breed of the Sinu, Colombia - S.A. or the Red Polled

would be the best breeds to introduce for improvement purpnses,

As shown in the accompanying table - despite considerable
unauthorized slaughter, work cattle increas§dv- Auring 1951 from
an estimated 398,640 to 572,405 as of 1 Jamuary 1952. Part of
this increase may be attributed to reporting rather than from
calving,

A program involving non-slaughter, inéreased breeding of
females, and veterinary care is being fostered.

Dairy Cattle:

Prior to liberation, there were many large farms held by
Japanese where milk production was of growing importance. Excellent
Holsteins (mostly Carmation) were introduced and sﬁfficient milk
was proiuced to maintain pasteurizing plants in the major cities.
However, ﬁith the breaking up of the vested properties coupled with
land reform, sizeable herds have been broken up and cwnership is

now limited to 1 or 2 cows,

”.?
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At the present the remaining dairy cows, in general, receive
poor care, and milk proiuc¢tion is negligible, There is little
interest in dairying -~ and with the reduced size of farms, little
hope for revival of the iniustry.

Horses: |

Most of the horse population in Korea are in reality small,
strong and officious nonies, -- good keepers and well suited to
the econory and transportation of the country. The few horses
remaining - are those from the Japanese Cavalry and race horses,

Major increases in production of ponies through breeding
offers a practical solution to many transportation difficulties.
At present, Chejudo with its pasture lands 1s able to send some
1000 head to the mainland each year.

Bogs:

There is considerahle interest in pig production but not to
the extent which it deserves. With the‘spring pig crop, present
figures could well be over 1,000,000 head.

The native breed is amall and black, First generation
crosses with introduced Berkshire boars (from Japan) aporoximate
1/2 - 3/4 the size of Berks, Breeding boars are maintained by all
the Provinces and up-grading the native hogs is encouraged.

Each spring - out breaks cf erysipelas and chelera occur.
These iseases are being combatted with UNC supplies under the
guldance of UNCACK veterinarians.

During the past few months -- the livestock sectinn, Ministry
of Agriculture, has introduced about 4000 breeding Berkshire pigs,
male and'female from Japan.

Sheeps

Repeated attempts to foster sheep precduction on a lerge scale
in Korea have met with failure. At various times 10,000 or more
(Corriedale breed) were imported from Australia for wool production,

and sheep stations were estatlished to collect ani feed the rams
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during the non-breeding season, As of 1 January 1952 there were
only 671 sheep in South Korea, Failure is attributed to several
factors, the principal of which are (1) paralysis, the host of
vhich reputedly is a mosquitn, (2) ravages of wild animals and
(3) non=profitable venture,

It apnears that there is little hope of Korea ever producing
its wool requirements.
Goats:

To all intent and purpcses - goats should be popular in
Korea. However, attempts to increase production for both meat and
milk, have not led to anticipated increases in numbers. Of the
23,000 goat population, about 97 percent are the indigenous small
black goats and 3 percent the white Saanen - heavy milk producers
introduced from Japan,

Dogs:

Strange as it may secm, dog meat contributes materially to
the animal protein of the Korean diet, The meat is considered
to be sweet and nalatable - and is in strong demond especially
during hot weather, It is used largely in soups and porridge and
is ponular with heavy Arinkers and people with anemic conditions.
It is a common sight to see venders peddling dogs on the street.
Rabbits:

Under the Japanese, production was fostered for the fur
ratherrthan meat, and most of the present breeds are Chinchilla,
and Japanese Whites. During Military Government interest in
rabbit proiuction was increased somewhat through 4-~H Clubs.
Although the arithmetical potential of rabbits is well known -
there is n» major interest in rabbits. Census figures show a
decided decrease in numbers.

Regarding the propnsed "Farm Journal", "Rabbits for Korea

through 4~H Club members, the MA/F is not interested., 4~H Club
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work no loﬁger is supported by the National Government and only a
few 4~H Clubs now exist.

Konggi%}ormerly the center of 4~H work, now has 9 4~H Clubs
with about 270 members, The introduction of the proposei 40,000
rabbits at this time would present considerable handiling and dis-
tribution problems, and is not considered feasible.

Chickens:

The chicken population of S, Korea is made up primarily of
white leghrrns (originally the Hansen strain - Orcgon) and gome
Nagoya (Japanese), Rocks, Rhode Island Reds, and mixed flocks.
There are a few commercial flocks in the v&cinity of cities but
mrst of the chickens are held by farmers (70%) which keep
poultry) - who hold~-over 3 to 5 hens and a rooster cach year and
gset 1 to 2 hens each spring., The January 1952 figures are sorme-~
what below normal years, none of which reflect a large number -
perhaps 15,000,000 spring hatched and eaten during the fall months,

During the past few months the ROK Govérmment has imported
some 4000 pure ﬁred chickens from Japan and 210,000 eggs have been
ionated by the Heifer Project Committee, U.S.4. These are being
flown in by UNKRA, The Auck population is small consiiered in
the light of the possibilities offered by the water resources of

the country,
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A~ 1 Jan . 25 June 1 Jan 51 1 Jan 52
| TYPE 1946 2950 _
Work Cattle 556,220 721,000 398,640 572,405‘
Dairy 1,127 1,000 780 264
Horses 38,066 22,580 17,070 17,979
Pigs 181,331 578,000 156,400 335,286
Sheep. 3,600 1,960 1,020 671
Goats 29,873 39,610 19,850 22,826
Dogs ——— s ——— 251,000
- Rabbits 12,350 149,440 91,940 68,271
~ Chickens 1,516,000 2,927,980 719,480 1,394,700
Ducks 1,750 —— - 55,000
Sources lLivestock Section MA/F, A1l figures are not in total
agreement with previnus reports furnished by HA/F
and submitted to the Dept of the Army,
—~
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V. FORESTRY:

The present condition of the forests in South Korea is
critical, Indiscriminate cutting since 1945, lacl of rationing,
and the combing off of the forest floor litter for use as fuel
has denuded most of the forest lands and resulted in irreparable
erosion, At present rate of cutting, foreseeable forest supply
will last less than 10 years, P

The estiﬁated forest land or potential forest land is
16,000,000 acres which represents 73% of the land area, Of
thié area, 21% is in need of artificial planting, 79% is in
need of erosion control, and 25% is expectéa to be covered by
natural secdiﬁg. The rest is ,artly to fully stocked stands
in need of protection, Estimated standing timber at present
is 30,000,000 cubic meters compared with 75,000,000 cubic
meters 10 years ago. Averare anmual »roductinn (logs, fire-
wood and charcoal) from 1945-42 was about 3,400,000 cubic
meters with average annual growth estimated at 1,500,000 cubie
meters, ‘ |

From the noint of ownershi ~= ag it might affect improve-
ment, 71% of the forest land is privately owned, 12% national;
9% provincial, 6% vested (former Japanese owned) 1% temnle,
and 1% by the Lee household, i,e. of the former fuling family,

Remedial measures involving afforestation, selected cut-
ting, the wider use of weat (good sunplies of which exist),
coal, the importation of logs, provision for a lafger forest
police system, regulation nf cutting by the ROK Army which is
in the firewood husiness in order to raise funds for their
various contingents, and rationing of firewood and charcoal
are deemed necessary in order to meet the heavy demanis of

the growing population,

*
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VI, FERTILIZER:

UNCLASSIFIED

Fertilizer and its handling is the outstanding agrieultural
supply problem related directly to food oroduction, The Korean
Econoric 414 Division (now G-5) was cnly given the res onsi-
bility of obtaining fertilizer in late April 1951 - so could
not deliver all the fertilizer nceled in time for o timum rice
production in 1951, However, for FY 52, 340,210 long tons
valued at $19,000,000 were programmed, Of this ouantity 1928.33

long ton were delivered in June, 51,166,73 LT in July, 46,
620.3 LT in August, 3213.99 IT in September and 27,728,77 LT
in Octoﬁer. The shi-ping f£orecast for the balance calls for
41,61 tons in March (already Adelivered), 61,206 tons in April,
80,065 tons in May, 26,09 tons in June and 17,224 tons in early
July. For ontimum riee production 50% of the fertilizer should
be apolied at transplanting time (15 June - 10 July) 40% =
four to six weeks later, and 10 percent about 10 wecks after
transplanting, Ample fertiliszer is being Aelivered now for
rice seed beds and light ap-lications on barley. This time
of ap-lication has a direct bearing on the 1951 crovs, being
considerably better than DA imports would account for. For
1950~51 ECA imnnrts of fertilizer provided for historically
high aprlications of nitrogen for rice and particularly phos~-
~horus on the small grains., On 25 June less than half ~f the
nitrogen an? very little of the phrosphorus had been applied.
On the FFA records - this fertilizer was lost - but it all
got out to the farmers eventually, At Kunson, aloné - farmers

reported some 500,000 bags got Aistributel for the hauling,

‘ani good supnlies were being offered in the black market in

June. At -resent, some shortage of nitrogenous fertilizer is
reported for apnlication on the small grains - but some
41,000 tons were ear-merked for this purpose last fall - so
it may be assumed that it is being held (based on past

usage) for rice.

UNCLASSIFIED
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Nitfogehous feftiliaef reouirements arc calculated ~n the
basis of 150 pounds ~f ammonium sulfate equivalent per acre for
2,450,000 acres »f rice an? 50 »ounis per ~cre for 3,675,000
acres of summer grains, millets, nototocs an? »ther crens,

Phnsphate reouirements are h-scd on an a"ﬁliéation nf 100
prunds per acre ~n 1,120,000 acrcs of rice (vhere double
croopel), summer grains, cotton, etc. More phosphate should
e used but Korean farmers won't buy it - unless compelled to
do sn, or it ccmes mixed. At present, compounds such as
Ammophos are unavailable = and no fertilizer factory or mix-
ing plant is in oneration in South Korea,

Potash requirements arc based on an ap lication of 50
paunis per acre on 179,000 acres of potatoes, tobacco and
other special crons, Most »~tassium needs arc supplied by
énmpost an? ashes,

Calculati~ns were rade ~n the *nowlcige »f cron meeds for
ontimum producti~n, f-rmer desires, the fact that about SC%
nf the neels are hcome pronuced, and historical use, parti-
cularly the nitrogen needed to ap-oroximate the banner rice
productinn of 1948,

" Reouirements in 100% nutrients are:
58,282 LT N
8,000 LT Pp0s
1,920 LT Xx0
For FY 53 - 323,000 LT of nctual matericls valued at approxi-
mately $18,000,000 are programmed.

South Korea nroduces n» comrercial fertilizer and any
possible future production is devendent upon electric power,
It appears that South Korea will be Aevendent upon imports of
practically all of its comrercial fertilizer needs for many
years to come,

M1 fertilizer is distributel by the FFA (Feleration of

Financial Associatisns) acenrding to plans oresared by the

LINCLASSIFIED
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" .. . . Prior to 1 April the rice per bag
(100 1bs) »f ammonium sulfate was 25,300 Won (6,000 to ¢1.00)
This is being raised to ah~ut 36,000 Wen per hag to take care
of 10% government tax (illeral aceording to ,revicus zerecments )
and incressed hanilinc charges. Supnese’ly, a farmer has free
chnice in the methcd of ~urchase - but in renlity he rust de-
liver rice or other grain ~n a unil~teral basis - whereby at
the present 'rice ~f rice a minimum lnss ~f 20C,000 Won is
incurred, This system is heing ruled against by this

hendogu~rters,
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FEIERATION OF FINANCIAL ASSOCIATIONS - FFA:

The FFA, known as thé Korean Agricultural Association under
Militaty Government, is set up to handle most of the business
associated with farming and farm enterprises, It is an all
powerful gigantic quasi-government organization responsible only
to the ROK president,.

The organization of FFA consists of 142 Financial Associa-
tions with 409 branches, 7 industrial cooperations and 35,411
guilds, The branches have 2,116,898 members of which
1,608,057 are farmers, The rfuilds have nearly 1,000,000 members.,

The business of FFA has many ramifications, but the princi-
pal work is handling fertilizer, collectirg, protecting,
storing and transporting grain, andi handling farmers loans and
Aeposits, In many places FFA provides the only banking
facilities. On deposits 5.4 per cent is paid while on loans
7.3 per cent to 17 per cent is charged -~ with an average of
about 12 per cent,

With this organization, it would be very simple to
inaugurate and carry out an over-all collection and rationing

program, at very little extra cost to the government,

AGRICULTURAL PROGRAM:
Irrigation Projectss

At least 50 percent of the paddy lands of South Korea are
under controlled irrigation, These lands produce 65-70 per cent
of the rice crop the yields being about double those on uncon-
trollable irrigated lands, In 1951 yields on irrigated lands
were excellent., These lands got the fertilizer., Projects under
way, and contemplated, offer the greatest potential for increased
rice production in South Korea. A regulated andi assured supply

of water is the first recuirement for major rice production,




Land Reclamation: UNCLASSIFIED

It has‘been estimated that there are some 2,000,000 acres
of lower foot hills in South Korea which with soil conservation
practices could be economically utilized for the growing of
forage, cotton, and grain, In addition there are areas which
have been flooded with salt water which are in need of reclaiming,
Agricg;tural Research:

Agricultural research at present is rather limited. The
National Government research is centered in the Suwon Agricultural
Experiment Station (recently vacated by the Turkish forces) Suwon,
Kyonggi Do, with fourteen (14) substations, all rather small and
highly specialized. In ad?ition, each province has several re-
search stations, but these are more frequently concerned with the
increase and dissemination of improved seeds and livestock than
research,

Facilities at some of the stations have suffered as a result
of the war and neglect, vhile foundation seed in the northern
areas has been lost or mechanically mixed, Assistance is being
furnished in obtaining new seedstocks and livestock from Japan
and the Uniteq States,

Extension Service and 4-H Clubs:

The agricultural extension service and 4=H Club work initi-
ated under Military Government has been discontinued by the
National Government. The 4~H program is being revived particularly
by Kyonggi and Cheju provinces,

Farmer loans:

The ROK has appropriated funds to help needy farmers in the
purchase of farm supplies, Maximum loans are 100,000 won, Special
loans up to 600,000 won are made available for the purchase of
livestock, The loans are made through the FFA.

Regsett}ement:

Farmers who lost their homes due to guerilla activities,

19
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from the forward areas, ani in priSOﬁ ¢amps are ﬁeing resettled
ag rapidly as possible, Séed ani other farm supplies are being
furnished.

Vested Property:

Reportedly, all vested farm property was suppnsei to be sold
by 31 March 1951, However, this is not the case, since rentals in
kind are still being collected, and failure of about 4O per cent
of the tcnants to meet their total rental payments in kind is
reported by the ROK, (A study of vested farm property is under
way.)

Land Reform: |

Despite strong adwonitions by Military Government, Land Reform
was not put into full effect until May 1949, In the meantime,
many of the wealthy land-awmers were able to dispose of their
holdings profitably or to mnke arrancements vhereby they soli the
land in name only., In reality most of the land left for divisicn
was of the poorer crade thus a*ding to the burdens of the new
tenant in making a living ~hile meeting his taxes. Payment for
the land is in kind on the basis of 30 per cent of the grain crops
for a period of five years. In addition, he has to pay a 6 per
cent tax in kini, ani beginning wvith the rice crop of 1951, an
over~all land tax in kind approximating 15 per cent. Thus the
poor farmer may be far worse off for the immediate at least than
he was under the former berated land lord system,

Payment of former landowners has not progressed satisfactorily
and present new owners are not meeting their obligations in full,
thus resulting in lower grain stocks for the governments preferen-
tial rationing program,

TRANSPORTATION OF FARY SUPPLIFS AND FARM PRODUCTS:

Imports of farm su-plies such as fertilizer are landed at

Pusan, Yosu, Mokpo, Kunsan, Pohang, ani Inchon, Movement from

these ports is by rail, trucks (many of which are supplied for the

20
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pﬁfposé by UNCACK) oxen, ani to a lesser deghee AFffamesx Con=
siderable work is invclved in correlating arrivals with allocation
of trucks anl freight cars. Movement from rail heads is by oxen,
A-frames and trucks, Farm products within the country are
moved by A-frames, ~xen ani trucks, At present the ROK army is
really in the commercial trucking business and is responsible for
sigeable quantities of grain entering the major markets. This is
particularly true in Seoul where civilian trucks are not permitted
to cross the Han River,
SALT:

Salt is in short supnly, Anoarent annual consumption is
22 pounds, It is used agriculturally, in making soya sauce,
"kimchi" - the national pickle, in seed separation, curing hides,
salting fish, for livestock and for general use. Annual production
from salterns is between 135,000 and 165,000 long tons. Minimum

requirements are somewhat more than 250,000 tons.

'RECOMMENDATIONS:

1, Re-establish a non-political crop reporting program, This is
the only way a true food position of the country can be obtained.
2. Re-inaugerate a realistic crop collection program adequate to
meet an over=-all rationing program to include all of the people
rather than preferential groups.

3, Set the price of rice to the farmer ani after allowing for
handiling charge - to the consumer,

4. Set the prices of other grains to the farmers and to the con=-
sumers,

5. Insist that the tenants on vested lands pay thelir rents as
agreed - in kind,

6., Insist that new land-owners in the Land Reform program meet
their payments - in kind.

7. Re-establish the Extension Service and 4~H programs,

21
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8; Allow the farmers to have free cholce 4n fﬁe matter of
fertilizer purchase and gt a price which allows for delivery, and
haniling cost only.

9. Insist that the former land=owners be paid for their lands
which they were forced to zive up, Payment to Aate has been un-
satisfactory,

10. Prohibit the manﬁfacture of Sake and other alcoholic beverages
which require large quantities of grains, About 6 per cent of the
rice crop is now used for these purposes.

11, Endeavor to regulate the lonsely run activities of FFA which
is concerned with food collection, storage and Aistribution, the
handling of fertilizers, ani farm credit,

12, Establish an effective conservation program, including strip
cropring, contouring, cover cropping, reforestation, greater use
of peat to conserve firewood and charcoal, ani grassing of the
hillsides,

13, Publicize the true food and fertilizer pnsition in South
Korea through the Korean Press and RaAdlo,

COMMON CONVERSIONS OR EQUIVAIENTS:

1 Chungbo 10 Tan (2.45 acres)
1 Tan About 1/4 acre. Most common unit,
1 Pyung 35,53 sq.ft., area
1 cubic meter of wood
1 Kwan 8,26 1bs,
1 Kilogram 2.2 1be,
1 Suk (Sok) 5,11 bushels (varies)
e T 10,0 mal
L 1,000 hop
1 Mal 100 hop
1 Small Mal 50 hop
1 Hop 140 grams of polished rice
150 grams of brown rice
Rough rice Grain with the hull on
Brown rice Grain with the hull removed. Loss 18«20

per cent

Brown rice with bran removei, 6-8 per
cent loss

Polished rice

1 Gram of polished rice 3.51 calories

.2 UNCLASSIFIED
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Double cropping Two crops grown annuallyi Rice is
followed by sumrmer grains on the land,
Practice followed in south.

Single cropring Rice only is grown on land, Practice
in northern provinces of South Korea,

" UNCLASSIFIED
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Prepared by: MR. LUTHER LONG
TTTTTTTTTTT Fisheries Advisor
Ha, UNCACK
9 April 1952

THE ROK FISHING INDUSTRY
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Fishery nroducts supply the bulk of non-vegetable
protein food for the pecple. They also provide considerable
exports.

The Japanese set up a central association control-
ling the industry down to the community level, It provided
financing, purchasing, merketing, exporting and other
facilities., Production rose to over 600,000 tons. The
resource was exploited to the limit. VJ Day found equip-
ment depleted from losses and poor maintenance. lany of
tiie larger boats had been talen to Japan., Japanese had
occupied key positions. A run~down bankrupt industry
fell into Korean hands, The sardine resource had been
exhausted, Total lancings were below 300,000 tons. In

late 1945 the fishins industry faced these handicaps:

a, Fishing ncts, beats and eguipment were in bad
condition or lacking.

b. Shortage of experienced personnel for manage-
ment, opercticns and malnbenance,

¢, Ice Plants shut douin for lack of :malntenance,
suprlies, and qualified ncrsonncl,

d, Canneries had no repair parts, no cans, few
competent porsonnel,
ilitery Govornment imported nets, ropes, fuel,

lumber and othor escential operational supplics so that

during 1946-19 =~roduction approached 300,000 tons, Hou-

ever, the ald programs! imports of operational supplies
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have been barely sufficient to meintein the industry and
have not permitted its expansion,

Under currceat conditions, supplies and equipment,
arc being imported by Korean fishermen, UNCACK, and
UNKRA. A beginning has becen made toward long range

rehabilitation by import of 68 fishing boats by UNCACK

and about 40 boats by Koreans. Plans of the government
call for incrcase of production to at least 400,000 tons
annually, by procurcment of about 3,000 boats. By
phesing over a period of 6 years the economy is expected
to be able to finance such program,

Poorer fishermen, constituting the bulk of guild
membership, find it extremely difficult to secure ncts
and supplics. They can get little credit on reasonablec
terms, The central corporation is no longer operative.

By putting up 20% cash the provincial unions of guilds
and associations may apply to the bank for a loan to

pay Office of Supply for aid goods which arc then trans-
ported to their warchouses. The branch bank seclls the
supplics to fishermen for cash,

The assoclations, using larger boats and equip-
ment, are the hcaviest producers., Individual members may
obtain bank loans to pay for supplics.,

Exports of marine products were restricted in early
August 1951, at the dircection of CINCFE. Restrictions were
partially lifted in January 1952, Loss of market connections

which resultcd has adversely affected volume of exports.
Restrictions werc causcd since canned fish was being

imported for ROK Army use although local supplies of fish
were being cxported.
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Japanese fishermen have been barred from fishing
arcas adjaccnt to Korea since 1945 by the "MacArthur
Line." In conferences now in progress between Korea
and Japan, the problem is being discussed and Korea

is hopeful of obtaining a satisfactory agrecment.
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AVIRACE LANDINGS OF LARIKE PRODUCTS 1932-1951

UNIT: Metric Tons

TOTAL
PERIOD FRESH_FISH ML.RTWE PRODUCTS
1932-35 545,697 659,823
1936-40 506!063 60337h9
1941-1945 262,420 342,412
194649 L4, 494 296;&79
1950 17532h9 219?376
1951 209,403 276,914
EXPORTS DURING 1950 and 1951
Unit: Metric Tons
¥1980 1951
PRODUCT AOUNT VALUE US § AMOUNT ™ VALUE US 2

Dried Cuttlcfish 3,937 l;h63;35h .16 83628
Dried Anchovy 3,418 362;520 1296 78,375
Other Fish 1,340 561;;865 1;413 2146,720
Laver 543 6253225 370 1,1203517
Agar iger & Jellyweed 267 3353133 '?312 116?372
Othcr Seawced 834 263,36L 2,805 65&?277

Miscellancous

10,339 3,614,461

110 ACCIFIEN

283 150,396

5,395 2,375,285
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Prepared by: KR, ALBERT H. SCLOLION

i Adviser
Government Division

G-5 (Civil Affairs)
GHQ FEC/UNC
9 April 1952

MINING IN REPUBLIC OF KOREA

P S VR VR VU VA VR VA VR K VR %
336 SF SF 36 3R 3 3F 2 % 3t % %

I.  BACKGROUND

Under the pressure of war needs for mineral raw
materials, the Japanese bore dcwn heavily on
coleny of Korea, which was the nearest source of such
materials, Japan, cut off from richer sources in
Southeast Asia by Lllied Naval forces, subsidized
heavily the Japanese mining companics which were in
control of the mining industry in Korea. Marginal
operations, which would not be self-supporting under
normal conditions, were pushed to the limit of poten-
tial output, Thus Japan in 1944 drew pezk production
from Korea in a variety of minerals., Divided into
their source, above and below the 38th parallel,

Annex 1 attached, is a picture of the principai Korean
mineral production at the peak of production., A4n
analysis of Annex 1 shows that roughly 85 percent of
the mineral tonnage and about the same percent of
mineral value came fraom North Korea, while only about
15 percent originated in South Korea.

It would be misleading, however, to conclude that
the mineral deposits of South Korea are not important
to the economy of the Republic of Korea. Nor would it
be correct to conclude that the tonnages: produced in
1944, in South Korea are ¥eprescntative of the current

potential of the country.
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II. PRE-WAR CONDITIONS AND STATUS DURING HOSTILITIES

During the period of Military Govermment and under
the Republic of Korea, up to June 1950, a gradual but
substantiel revival of mineral production ensued,
pri?cipally in anthracite coal, graphite, tungsten;,
gold and silver, and some of the other non-ferrous
minerals, as well as the non-metallics such as talc;
fluorite, kaolin, The following table shows 1949 output

for South Korea:

Mineral Metric Tons Kilograms
Coal, Anthracite 1,065,961
Lignite 60,185
Gold (Metal Content) 106.349
Silver u 588.84
Graphite, Crystalline 807
Amorphous 39,863
Tungsten (Concentrates) 1,342 (60%)
Copper oo 260 (09%)
Copper (Electrolytic) 308
Lead (Concentrates) 179 (4LO-50%)
Molybdenite (Metal Content) 10.5
Bismuth (Metal Content) 173.4
Fluorite 1,230
Talc 2,773
Kaolin 5,988
Source: Mining Bureau ROK (Percentages show grade)

While this represented a substantial comeback for coal,
graphite and tungsten mining, many mines remained caved,
neglected and abandoned since the close of hostilities,
the world market not being sufficiently high to support
many operations which would normally be marginal, and
public financing being limited, However, mineral exports
pre~war furnished one of the main so;rces of foreign ex-
change for the new Republic,

The result of hostilities was to effect the closing

- of every major mine in South Korea, Many were damaged by

air action, fire, sabotage, theft of machinery and equip-
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ment; and the abandonment of pits by miners and operators
alike, Guerrilla action further discouraged return of
miners to the mines, and interrupted operations by making
demands for money, food and clothing on management. Fin-
ancial backing of a private character was out of the
question, and public funds were available in very limited
amounts. Aside from damage to sutface installations,
almost every mine suffered cave-ins from rotting of timber
supports, flooding due to breakdown of power for pumping
equipment, and power was lacking for ventilation t¢ main-
tain safe working conditions in the mines. To bring men
back to work at the mines, it was necessary to find them,
obtain transportation for them,supply them with food
rations,work clathing, and pay for services, It was also
necessary to obtain transport for supplies and equipment,
but almost all trucks had been confiscated by the ROK
Armed Forces for military use, and rail transport was

scarce,

ITI. REHABILITATION OF COAL MINING

Despite the shutdown of every major coal mine in the
country at the commencement of hostilities, the critical
need for coal for power, industry and domestic use, and
the necessity for importing bituminous coal in large
quantities (660,772 tons in 1949), indicated the need
for a high priority in rehabilitztion of this phease of
the mining industry. The major source of power in Scuth
Korea in the pre-par period was the Yongwol Steam Power
Plant , Kangwon—do, which produced a daily average of
about 40,000 KW in 1949, Power was needed to operate
the tungsten mines and the critical need which developed

for tungsten, made it imperative to put the power plant
3 UNCLASSIFIED
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back into operation despite considerable war damage which
reduced its output to less than 8,000 KW shortly after
hostilities, But the primary source of coal for operation
of this power plant was the liachari Coal Mine, which had also
been damaged seriously. The firsi step in rehabilitation;
therefore, was the reopening of the Machari Coal Mine. In
summer of 1951 only a few thousand tons of coal was in
stockpile at the steam plant, and a danger arose of complete
shutdown of the plant. The Eunsung cozl mine, Kyongsang-
Pukto, which was the first major mine to re-open, producing
about 3,000 tons monthly since the spring of 1951, furnished
same coal for the stockpile but the haul to Yongwol was long
and expensive., The Machari, after much difficulty in prep-
aration, started production about 1 October 1951. Current
peoduction is about 300 tons daily, with a monthly output
of about 8,000 tons, This has permitted sufficient power
to be generated to run the tungsten mines(Sangdpng and
Dalsong are principal users of power). However, without
further rehabjilitation of both the power plant and the
Machari mine, the partielly rehabilitated potential of
the Yongwol of 30,000 KW daily average, cannot be achieved.
Mearwhile the Korean econamy is being supported in nearly
half of its current power needs by UN financed power barges.

The Samchok, largest coal mine in South Korea, opened
in November 1951, the Hwasun followed. Current output of
coal, which is all anthracite, in South Korea is about

h0,0CO tons monthly, still less than half of the pre-war

production., A serious obstacle, however,. has arisen,
to further increase in coal output: Accumulation of

stockpiles due to lack of marketability in Korea, UN
personnel are working with ROK Government agencies in

finding a solution through briquetting of anthraqite

UNCLASSIFIED
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with imported bituminous coal to mzke it usable on Korean
Railways and in industry; also through the possible export
of amthracite to Jepan and import of additionsl bituminous

coal in exchange..

IV. TUNGSTEN MINING

One of the major sources of foreign exchange for
South Korea today is its export of tungsten econcentrates
which are purchased almost entirely by the U, S. Govern~
ment for its strategic stockpile, Negotiations have just
terninated in an agreecment and purchase contract which
will permit an american management company to improve the
efficiency of the operaticn and to supervisc the construc~
tion of a new mill which should double present output.
Civil assistance in Korea has given much help to this
operation on a high priority basis, and is responsible in
large measure for the cameback of these mines in the
short space of time since the resumption in July of
1951 of the major producer and several small operations.
Current rate of output may double pre-war output in 1949..
V. GRAPHITE /ND OTHTZR MINING

Thousa-nds’ of tons of graphite have been shipped to
" Japan since re-opening of the major Wolmyong graphite
mine in Chungchong Pukto,

Copper ore, fluorspar, talc are being shipped from
mines which have re-opened,.while gold and silver pro-
duction has been encouraged by recent legislation per-
mitting lease or purchase of govermment-ownecd gold and
silver deposits and abandoned claims, and release from
government controls over output, Some manganese and
mica and other mincrals are zlso moving, but the data
furnished on these does not distinguish shipment of old

stockpiles..
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Vi. OQUTLOOK
The job of Korean Economic¢ 4id is to furnish these
mines with initial supplics and equipment to start up
operations, after which, if the operations are economical,
they can support themselves usually from the first month's
output sold. The method of control over foreign exchange
by the ROK, and failure to coordinate with the KEi program,
poises an insurmountable difficulty in assuring full self-
help by the ROK as required in our directives.. The result
is a tendency to minimize the full needs of the mining in-
dustry in programming such aid, Korean officiels and
mining operators are coming to Japan on their own to pur-
chese supplies and machinery, While this is a healthy
sign of growth of the industry, how much of the foreign
exchange earnings of the mines goes bagk into rehabilitation
of the mines is unknown and difficult to determine, This
complicates any survey of needs to be furnished from CRIK

funds,
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[
MINFERAL OUTPUT OF FRINCIPAL MINFERALS OF KOREA

e

IN 1944
Mineral North Korea % of Total South Korea % of Total
(Metric Tons) (ietric Tons)
Alunite 12,000 100
Antimony ND 75 ND 25
Asbestos:
Chrysotile 220 5 4,117 95
Mountain Leather 98 - 25 283 75
Barite 5,079 100
a Beryl (Metal Content) 20 34 40 66
J Coal:
[T Anthracite 3,240,749 68 1,526,513 32
(%] Lignite 2,821,659 99 29,945 1
2 Cobalt 6 ' 200
= Colunbite 2 91 ND 9
= Copper 1,895 45 2,302 55
= Fluorite 69,000 53 61,000 L7
Gold - 13 63 T 37
Graphite 57,396 56 45,598 L,
Ilmenite 235 95 13 5
Infusorial Earth 3,712 32 7,818 68
Iron Ore 3,221,057 97 110,757 3
Lead 1,277 57 8,386 L3
Limestone 822,18 98 15,18 2
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INDUSTRY IN SOUTH KOREA
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1 INTRODUCTION

To present an outline of Korean industry, I shall state
its current problem, give you a broad historical outline,
touching on 'its general nature, the importance of household
industry, labor, Japanese policy; its condition at the emi
of the war in August 1945, the:activities from 1945 to date

and & summary incorporating our objectives and plans,

11 PROBLEM:

Currently, the problem of Korean industry is to fur-

nish a maximum of finished materials for military and

civilian use, with emphasis given to the military.

ITI HISTORY:

The Japanese developed the peninsula of Korea as a part
of an integrated economy encompassing Manchuria, Korea and
Japan. The accompanying map #1 shows the six important con-
centrations of power and industry in South Korea. These are

’
nunmbered in accordance with the original peak KWH demand.
The largest industrial area was the Seoul-Inchon area in
which textiles, steel, heavy industry and rubber predominated.
The second area embraced cement, ceramics and chemicals with
ii mining the predominant power user. Pusan was next in line
with the major industries covered by textiles, shipbuilding

and a variety of light industries., The fourth area —— Kwangju

covered textiles, Kunsan, the fifth area, embraced pulp,

UNCLASSIFIED

e TR -




Sk UNCLASSIFIED

paper, metal processing and shipbuilding. The sixth area —
Taegu, covered textileé and light industries., Considering
the entire peninsula the Japanese developed coal, power, iron
and heavy industries nbrth of the 38th parallel and to the
south thereof developed light manufacturing such as textiles,
machinery, pulp, paper, general chemicals, alcohol, ceramics,
metal processing and tobacco. As can be seen froxh the map,
the major portion of South Korea was developed agriculturzally,
With Korea being absorbed as an integral part of the Japanese
Empire, Korean industry developed into a mere link of & chain
of production that included Manchurizs and the Japanese home
islands. A good example of this linkage is iron ore. The
Japanese mined ore in North Korea, brought in more from
Manchuria and also China, smelted it in Korea and shipped
pig iron to the home islands, returning processed iron and
steel to Korea in the form of machinery and tools. In a
broad sense this development of Korea was to supply the
Japanese home islands with basic produects such as pig iron,
ravw silk and silk cocoons, cotton greige goods for further
processing rather than the establishment of integrated
industries in Korea. This development has had a great sig-
nificance since the division of the country at the 38th
parallel,. By this division, 85% of heavy industry is in the
North and 75% of the light industry is in the South. The
South has always been dependent upon the North because of the
concentration of power generation.

Household Industry: Prior to World War II, household
industry was a major factor in production. This clasgification
of industry comprises a wide variety of textiles, some types
of food processing, metal processing and forest products such
as baskets, straw mats and bags., For emmplé, in 1933, the |

gross value of household industry production was approximately

\
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28% of the total value of all industriel production of 514

million yen and with the large industrial expansion in the

nexf six years, the value of household industry pfoduction

in 1938 was approximately 29% of total of 972 million yen.

In other words, for this six-year period household industry
didk not lose its relative positiox} by industrial expansion

but actually gained 1%.

Labor: In 1922, the number of employees in Korean indus-

trial establishments amounted to 4600 and with the Japanese
development, this employment rose approximately 400% bty 1938,
nanely ‘231,000 workers. However, in spite of this spectacular
increase in employment during this 17-year period, the true
picture of this 1938 industrial emi:loyment is that it was
only 7.9% of the total workers in Japan Proper, though the
population of Korea formed dout 33% of the population of
Japanese Empire. At this point I will digress for a moment
to compare the 1938 employment for all Korea with current
activities. Currently, it is estimated that there are
approximately 2,000,000 peopie in South Korea depending on |
industrial employment for a livelihood, This current figure
includes workers and their dependents. .

Policy: The fixed policy, during the entire Japanese
dormination of Korea, was to £ill all aduinistratix;e and
technicai positions in governuent and industry with Japanese
persomel only, During VWorld War II, industrial maintenance
was neglected and considerable equipnent was scrapped for the

war effort.

IV CONDITION OF KOREAN INDUSTRY — AUGUST 1945:
With the occupation of South Korea and the repatriation

of all Japanese, the policy previously in force was the

direct cause of the shortage of trained Korean personnel in

3

UNCLASSIFIED

ey vy o




UNCLASSIFIED

the fields of management, planning, technology and operations,
The remaining plants were neglected and a large part thereof
were inoperable. Imported industrial materials for the most
were non—existent and the virtual disintegration of the
industry in the last stages of the war left South Korea with
a heritage of bankrupt and inoperable industries. Then in
May 1948, the stoppage of power from North Korea left

South Korea totally inadequate in power generation for its
needs. The majority of all the larger industrial plants were

Japanese-owned and with the founding of the ROK, these plants

were acquired by the government, eing classed as vested proper—

ties. The plan is to transfer them to private ownership, How—
ever, from 1945 to date, to foster individunl, and in some
cases collective political maneuvers, many of the important
plants are still vested. This inheritance created a group
of plant managers or administrators who were selected because
of their political connections regardless of their industrial

qualifications.

V KOREAN INDUSTRY 12’46 TO DATE:
As of November 1946, table #l1 gives a breakdown of

5249 plants into cleven groups by industry. The total
exploynent of these plants was 122,159 workers. The textile
industry accounted for approximtely 12% of the total plants
and 30% of the eumployment. The industries next in turn were
chemicals and uachinery and tools, These three industries
corprised approxivately 60% of the total industrial euploy~
nent and 39% of the total plants.

Though the textile industry accounted for the largest
share of factory employment in 1946, it was by no means able
to supply mininum needs. Ten years earlier, even with a

larger production, the industry had been able to provide

L
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only 41% of the textiles consumed in Korea, The partition
of the country at the 38th parallel and the cessation of
trade vith the North, left South Korea in a critical position,
owing to inoperable equipment or lack of raw materials.
Military Government considered the textile situation of
imnediate importence to Korean welfare and undertook to
restore plant capacity and arrange for the import of U.S. raw
cotton. Slow but satisfactory progress was made in rehabili-
tating plé.nt.s but raw cotton imports were uncertain and
retarded production, In later 1947, Military Governument took
further steps to expand the industry and set an ambitious
goal of 10 yards per person or a total of 190,000,000 yards.
Yarn production increased but cloth production did not and

in 1947 and 1948 less cloth was produced than in 1946. How-

ever, not all yarn produced is consumed in weaving; considerable

quantities are used in a wide variety of other processing for
industrial and consumer needs.

The textile situation, as shown, was relatively favor-
able but production in other industries was less satisfactory,
although consilierable had been accomplished in the rehabili-
tation of key industries. Facilities had been set up for the'
production of such important coumodities as bicycles, ball
bearings, tin cans, nails, rope, shoes and tires. Household
manufacturing was encouraged, contributing such important
itens as kitchen utensils and hardware. :By late 1948, two
small rolling mills, two wire~drawing mills, shipyards for
reconstruction of fishing boats one pump manufacturing plant,
two mining equipment plants, factbries for the nanufacturing
of textile ®pair parts and supplies, two locoumotive works,
plants for the manufacture of farm tools and machinery and
tra.nsportation equipnent were placed into operation. Heavy

industry in South Korea is in a peculiar position since its
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reqﬁiremeﬂtb are less than they had been under Japenese rule.
As a single economic unit it must minimige outside assistance
as evidenced by the ECA budget of 1950, This budget amounted
to $150,000,000 of which 80% was scheduled for consumer
goods over and above those produced in Korea in addition to
raw materials, replacemant parts, fertilizer and petroleun
products. The 20% balance was insufficient %o permit the
planning of additions to industrial capacity.

In table $#2, a comparison is given of the production
of the calendar yeara 1948, 1949, and 1950, During this
threeeyear period all.eloth production amohnted to 188,571,000
yﬁrds or a yearly averege of 42,857,000 -yards; rubber shoes
anounted to 82,609,000 pairs or a yearly average of 27,536,000
pairs; soap amounted to.11,531 M/T or.a yearly average of
3,843 M/T; cement amounted to 56,865 M/T or a yearly average
of 18,955 M{T. These four items are a good cross-section of

Korean production being inadsquate to meet. mininum requirements.
' pulation of 22,000,000 an'average yearly . .

production of 62,857,000 yards of cloth would permit only
2,85 yards per ecapita. -Since-the start of the Korean war,
the ;Jvequirsments of the Korean Armed Forces have increased
the total need far beyond normal. All other commodities of
any importance are in the same relative position.

With the invesion of South Korea, in June 1950, importba.nt
industrial areas in and around Seoul, Inchon, Yongdong~Po
and Taejon were very nearly destroyed. Some equipment was
safe~havenad and to a large extent has been re-installed,
Industrial production for 1951 suffered accordingly, more

from disruption due to war and power failure than from lack

of {mported raw materials and production records are not

complete to. date.
During the period 19 September 1046 to 30 September 1951,

the total amount of eivilian relief goods furnished to Korea
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via U.S. aid is valued‘at approxinately $49,073,581, Of

this total value approximetely 48% was for commodities to
implement production in Korea or to supplement its inadequate
production, In table #3, ROK Armed Forces‘requirements sup-'
plied by the U,S., over and above those manufactured in
Korea amounts to $8,395,782 for USFY 51, at which time there
was no official program whereas in table #4, the USFY 52
progran for supplying military requirements amounts to appro"x-
imately $35,409,250. The impact of the war upon Korean
industry has developed far greater deficiencies than previ-
ously and is best illustrated by the total military require-
ment of 45,422,000 yards cloth and 8,165,700 pounds yarn at

a total value of $23,133,128 or 68% of the total program,

This progran does not include purely military items such as
ordnance, The CRIK supplies producing approximetely
62,857,000 yards of cloth via Korean production plus 45,422,000
yards furnished to ROK Armed Forces from military approPriaA
tions total 108,279,000 yards. This total is 72% in excess

of the total Korean cloth production. Other comc;dities such
as paper, rubber products, biscuits, mess kits and alt;minum

products a re affected similarly.

VI SUMMARY:

Normally, Korea 1is a poor country, as well as a deficit -
country with a low standard of living. Its heritage from the
Japanese, industrially speaking, was in pitiful physical con-
dition as well as being bankrupt. To heap more on Korea's
shoulders, the present war has added manifold problems and
conditions, Currently, however, Korean industry is faced with
need for rehabilitation of plants a,nd equipment, lack of
indigcnous raw raterials, lack of management, lack of panu-

facturing technique, lack of preventative mainténance, lack
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of labor training, power failure and difficulties of receive

ing foreign raw materials. Very little, if any of its indns~
trial production is of a quality acceptable in the world
markets and even if it were, is required for its éwn survival
at this time, |

In facing these problems, the objective is to implement
Korean production to furnish a maximum of finished materials
in order to utilize the Korean economy as much as possible
with the resultant effect of reducing U.S. aid to a minimun,

Plans are being d eveloped to train Korean personnevl in
managenent , manuiacturing t achnique, maintenance, production
and quality control to increase efficiency and production.
Projects ae planned to develop exportable products and the use
of indigenous for imported materials. One of the prime needs
in these projects is to develop the Korean econony to
become as self-sustaining as possible.

Every effort is ®ing applied to co-ordinate the 'efforts
of the U.S. aid supplied with the operations within the ROK
Government to prevent loss of production caused by lack of
appropriated whan funds to support the industrial effort.
This is particularly true for military requirements.

To attract foreign capital in order to further develop

~ Korean industry will require a stable government, stable

currency and satisfactory exchange control.
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TABLE #1 |
INDUSTRIAL PLANTS IN KOREA AS OF NOVEMBER 1QL6 4

Ko, of Parcentege . Number of Parcentage

- Plents ¢f Plents " Workers of Workers

by Employed Employed by

Industry Industry

Textiles , 61 11,7 36,269 29.8
Chemigals 57 10,9 19,171 15.7 : ¢
Maghines &nd Tcols 878 16.6 17-.321» 1k,2
Coramics and Cement 731 13.9 9,963 1.9
@» Metalilc - 499 9.5 8,966 7.3
Yood Processing 726 13.8 8,383 6,9
Insber and Woodworking 584 11,1 6,502 5.3
Enginesring and Comstruction 175 343 5,598 k, ;
Printing end Binding 23 LR . 3.7 E
Migcellaneous 15 3e3 2,932 2.4 “

Flectricity, Gas, Water 18 1.5 2,111 2.2

5249 100.0 122,159 100.0
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Industry
Textile

Rubber
Paper
Loeeather

011 and Fat

Chemlcals

ot W v o il . N P

KEOREAN INDUSTRIAL PRODUCTION
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TABLE ¢2

Commodity

Qotton Cloth woven
Silk and Rayon 8loth woven
Wool Cloth woven
Hemp Cloth woven
Total Gloth

Shces
Tires and Tubes
Belt

Peper
Leather

Paint
Soap
Oandles

Matches

xygen

Zinc Oxide
Sulfuric Acid
Censtic Soda
Galcium Carbide

UNCLASSIFIED

Unit

1000 sq yds
1000 gq yds
1000 gq yds
1000 sq yds

1000 ?rs
1000 s

1000 ply inch

M/T
8q ft
M/T
/e

Box
1000 CuM

1948
27,626

12,918
188

%263
1802
28,803
561
9,991
3,247
63,564
800
3:870
o}
61,54%
0

1116&0
1,369
53
2,991

19%
6&,51:
19,

B30
16
g8k,

334513
205
15,205

8,419
180,107

1,000
5,041
383

70,1405
895
620

1,536

1,500

2,166

564
2,620
806

48,587

599
200

300

0
2,167
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Ceramiocs

Food

Printing

Metel Processing

Commodity

Coal Briquette

Coke
Denatured Alcohol

Pottsry and Poreslain
Refractory Brick
Brick

Cement

Bnamel Ware

Glass

Lead Pencil

Soy Seuce
Bean Paste

Megezine and Book
Newspaper
Note Book

Iron and Steel
Neil

Copper Ingot
Leadpipe and Borts
Alumimm

Cans

UNCLASSIFIED
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TABLE‘#Q {Contimed)

Unit

M/T
i

1000 pcs
M/T

M/T

M/T
1000 pcs
M
Doz

Kls
1000 1%g

each
each
each

M/T
M/T
M/T
M/T
M/T
1000 cens

lghg -

76,724
10,971
3,834

11,270
s
e
22,685
920
6,000
51,894

15,921

o
-
o)
]
o

-~
-»

Voo

-0

Fo¥&+ ©OO

ooo

1949

168,358
11,514
8,660

25,043
8,430
112,800
4,132
905
22,100
150 ;000

13,314

23@?26

17,230,100
113,000,000
42,000,000

9,230
3,000
" 508
720
400

2,135

N.A.

1950
67,178

5,478
0

13,
81833
7,600

10,048

600
2,000
86,400

4,438
10,725

N. A,
N, A.

5,160
2, 040

kg0
240
3,600

d
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TABLE #2 (Contimed)
Industry Commodity Unit 19u8 99 1950
Machinery Steam Engine M/T 0 500 240
Int. Comb. Engine M/T ) Loo 300
Machine Tool M/T 0 15 12
Cutting Tool M/ 0 25 18
Other Toel M/T 0 267 180
Bell Bearing ' N/T 0 21 12
Clock _  each 0 3:3% 1,200
Locomotive Repeir sach 16 15 N.A
R. R Car Repair each 283 376 A, A,
R. R, Parts /T 50392 Ko be
Vehicle Assembly each 0 00 ggg
Vehicle Parte N/T 0 2,791 2, 4
Bicycles - each 17,981 16,350 6,000
Bicycle Parts K/T 2ko 370 216 3
Shiptuilding HP o 1,304 N, A. 4
Ship Repelr  E®P 0 20,256 N A 4
Marine Engine each 0 822 N. A, g
Marine Engine Repeir . HP ) 57,192 N.A. “g
Mining Raphinery H/T 2,719 3,921 1,500
Textile Machinery M/e , 0 185 186 1
Wire Heddles M/T 0 21 102 :
Shuttle 1000 each 9 ~ 3y 26 i
Spools and Bobbins 1000 each 0 Hu2 390 %
Pickers 1000 each 0 10 h 3
- Spindles 1000 each 0 16 12
Textile Machine Parts M/T .0 27 o4
Electric Bulb 1000 each 34375 1,889 1,615
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Industry
Machinery

Monopoly

Sourcet = Bank of Korea

Commodity

Treans formers
Motors

Storage Battery
Dry Battery
Eleotric Wire
Sockets
Blectric Mster

Salt
Tebacco

P
UNCLASSIFIED
TABLE ¢#2 (Gontimued)
Unit 19Lg

each 1,959
each 2
each 3,63
each 170,786
M/T 15
each 24,241
each 5,810
M/T 96,135
M/T 11,136

UNCLASSIFIED

1949
86
72
2,402
270.337
12
52,090
3,970

190,301
13,647

1950

371

103
1,993
1k4g,508
178
13,873
1,838

175,245
9,990

i
%
¥
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Aluminum Alloy ¥Ingot
Biscuits

Khekd Twill 6 og cotton
Sheeting Cotton
Cotton Pedding
Stencll Ink
Clgarettes

Raw Rubber

Solder

Thread

Thread

Worsted Yarn

'~

UNCLASSIFIED

TAELE #3

Unit

M/T

1000 bags
1000 yds
1000 yds
1000 1bs
Can

1000 pkg
1000 lve
¥/T
Spool
Lb

b

Us Y 51 NATERIALS SUPFLIED T0 ROK ARMAD FORCES

Program

Q}. antitx
205
23,940
3, 000
1,425
2,022
12003
'668
6
188,500
1,100
297,000

UNCLASSIFIED

Velue

1.u2"3.2uao
1,792,043
1 v}h’-’ DOSO
1,425,000
1,061,250
870

88,2u
492,91
15,900
84350
1,852
138,160

8,395,782
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Alunipum Alloy Ingot
Biscouit

Buttens, various
Webbing, Belt
Caustic 8oda

Cotton Broadeloth 4 oz

Kheki Twill 6,5 & 8 oz, Cotton
Cot ton Bheeting

Cloth Wool

Cloth, Wool & Cotton

Cotton Padding

Cotton Duck

Breser Poncil

Plour Wheat

Hook, Bye end washer

Stenci] Ink
Mess Kit
Leather

Tin lLids
Vegetable 01l
leavening
Pencils

Pen Points

UNCLASSIFIED

TARLE 4

US FY 52 PROGRAM MATERIALS FOR ROK ARMED FORCES

UNCLASSIFIED

Unit

k)

1000 bg
1000
sach

1v

n

1000 yd
1000 yd
1000 yd
1000 yd
1000 yd
1000 yd
each

1000 bg
1000 sach
oan

1000 each
1000 sq ft
1000 each
1000 1b
1000 1b
1000 dos
Gross

Qpentity

125,875
12,115
1,55

goré.ooo

»152
76,876
30,585
13,836
21k
1460
5,522
29

15,000
270
4,730
37,705
176

2,793

45,066

1,422
170

72
36,418

P

rogram

$ Velue

3?‘5.506
15.;(2'“532

1 4

26,
hz, 51
26,906
14,647,278
4, » 308,379
"350,796
268,320
.565.295

1,125
16 ,200
21,156

193 ,252

1 113,085
170,134
412,588
170,240

14,530
16,007




Papsr, various

Paper, various

Peper, various

Cigarettes

Raw Rabber

Lard, Shortening

Soep 4 oz cake

Solder

Starch

Sugar

Thread, varilous

Thread, varlous
v‘*ﬁ——-—

,%.ngﬁm -

Woo'l

*Cotton Yarn, verious

Worgted Yarn

Raet Trep

Stearic Acid
Accelerator
Antioxidant Powder
Antu

Celoilum Carbonate
Carbon Black

UNCLASSIFIED
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TABLE #4% (Centimued)

"Unit entlt
1000 pkeg 17
1000 sheets 177,71
roll, var 59
1000 pkg 4,701
1000 1v 545
1000 1b 288
1000 ceke .
1000 1b 54
1000 1b 1,516
1000 1t 607
1000 1b 370
1000 speols 1,184
1000 1v 490
1000 1b 1,153
1000 1b 5,052
1000 1b 3,113
each 6,900
M/T 10
M/T 17
M/T 17

~ Can 7,500
1000 1v 1,280
M/T 66

Program

27 183
10,996

]
!
i
'
i
T
A
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Magnegium

2inc Oxlde

DY 107

DOT Spray

DDT Conc

Calcium Hypochlorite

on o AT —— VT L

Ut

M/
N/T
b
geal
Cen
Tube

UisCLAoIricD

TARLE #4 (Continued)

, Program
Quentity
265
89
» 000
600,000
180,000

UNCLASSIFIED

$ vvalue

50,170
70,428
54140
46,000
20,865
1,800

35,109,250
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POWER FACILITIES IN REPUBLIC OF KOREaA
ok o o ok ok ok ok ok ok ok ok ok X
BACKGROUND
The Japanese made a full utilization of the natural power
resources of the country during their possession of Korea. At
this time, the Yongwnl Steam Power Plant, Kangwon-~do, was used
as a standby, since large hydro-electric power plants like the
Whachon north of the 38th parallel could supply hydro power at
lower cost. When the I\Térth Korean Government shut.‘fo power
supply to South Korea in May 1948, this steam plant became the
major souce of electric power for South Korea instead of a
standby plant. 3Before the shutoff of power from North Korea,
South Korea was generating a daily average of esbout ’4-5,000 KW,
and North Korea furnished about 57,000 KW, meking a total to
meet the needs of the developing economy in April 1948 of
102,000 KW, - A comparison of the monthly power supply in
South Korea in April 1948 with 1949 1s as follows:
Comparison of Monthly Power Supply

in South Korea, aApril 1948
and Monthly Average 1949

(Unit:. KW)
Source of Power April 1948 Monthly average 1949
Power Barges 8,000 15.000
Steam Power Plants 8,000 33,000
Hydro-electric Plants 29,000 26,000
North Korea 51,000 0
Total 102,000 74,000

It has been estimated that the load copacity necessary after
a full rehabilitation of the South Kerean economy is about

200,000 EW.

4,7'
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Power Facilities 1n Republic of Korea, Cont'd-
II. WAR DakaGE
After the ravages of the Korecen War had been felt, .in

February 1951, -South Korea had available only 16,900 EW, .in-.
cluding power generated by power barges furnished by the UN
Command on & temporary basis., Demege inflicted on  various
plants including transmiseion lines and wwitching stations
has been estimated at about Won 42 billion ($7 mllion). In
addition, war' operations, sabotage, theft destroyed and emp-

tied power plant warehouses,

II1. CURRENT SOURCES OF POWER GENERATION

Substantielly all indigenous sources of power are
vested properties and operated by the Korean Elect¥ic Power
Company, the government corporation controlling power gene=
ration. Two government corporations control distribution:-
The South Korea Electric Co, and the Seoul Electric Co.. The
generating company rune the Chongpyong, Unsm, Chilbo and
Posang Hydro-electric power plants and the Yongwol, Pusan
end Tangin-ri (and the partly private Kwengju) steam plants.
The UNC furnishes the power barges, Impedance and Jacons end
the power ship Saranac, for joint military-civiliah use to
supplement indigenous sou¥ces, but this power is 'costlj, in-
volving import of petroleum, Americen management and technic-
iens and expensive equipment, which cannot be Justificd except
on the basis of an emergency supply, largely for militery
purposes.. (Monthly cost, $250,000)

Present power generation (March 1952) amounts. to a

deily average of 64,000 EW,. of which about 60 percent is.

from indigenous sources, the balance from UN power barges.

2

P
UNN H‘Nf.'!!;\)
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Power Facilities in Republic of Kores, Contfd

While this represents an increase in the proportion of
indigenous power over power barge use since January 1951,
the total output is still far from the total minimm nee;i.
of ‘the Korean economy even in 1ts preseat status of relatively
low industrial activity.

¥ollowing is the power generation picture for the period

1-9 Merch 1952:

Type Plant Daily average(EW) Totals
Steam Yongwol .17,000 '
Pusan 2,100
Tangin-ri 7,200
Ewangju 185_‘ 27,085
Hydro: Chongpyong ' 5,000
Chilbo 5,000
Unam Shutdown
Posang 1,100 9,100
Power Impedance 13,500
Barges: Jacona 13, 380
Saranac 1,400
28,400

Total power generation for :
South Korea ’ 64,585 KW

The above is not a normal picture as to the hydro eléctric
plants eince thie ie the low water season, éhongpyong plant,
for example, should average about 15,000 EW the year round;

So that, due to the low hydro-power generation, the load fails
on the Yongwol steam plant end the 'la.rger power barges., Before
the Yongwol plant can be depended upon to relievé the powér
berges, the Mechari coal mine must ‘furnish mich more coal than
ite present rate of adout 300 tons daily, since that mine is
the principal source of coal for steam-generated power at the

 Yongwol plant.
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IV. . EEHABILITATION PROGEESS nND PLANS * -

Rebuilding of‘thevaongvol hae continued since lesst -
sumner but actual rehahilitation in any substential sense
mst await a survey soon to be made by G—HQ, Japenese .and
Korean engineers, the assembling of a list of ma_te‘riavls and
specifications, and the letting of a contract for the .
machinery and e:quipment necessary to complete the "first:
phase" of rehabilitation to bring the plant up to a poten— .
tial of 30,000 EW. after all plene for repair to existing
facilities have been completed, the best that South Korea
can degeio;: a8 indigenous power from these facilities would
average about 70,000 EW. With the aid of the power barges,
Impedaﬁce .and Jacona, 1t would be possible then to bring the .

[ ]
output of power up to what it wae in April 1948 just prior.to

the shuto#f from North Korea, What are the prospects of lifting

the load of the power barges from the shoulders of the UN?

The most obvious, assumning the esigning of an armistice,
1s the Whachon Mro} _e_lectric plant, which prior to the war - -
wag one of the prihc_ipal sources of power g_eneration in all of
Korea, with an availeble potential of ébout 60,000 W, although
designed r;zapacity ran closer to 100,000 KW, This plant, with
the huge Whachon reservoir fed by the Pukhan River, is entirely
within the proposed UNC zone north of the 38th parallel. The
Eorean Electric Power Co., Trealizing the importence. of this
source of reedy power, is even now, with the aid of Bighth
Army (WGAGK) Ape.rson.nel. ‘teking active stepe to survey needs
of the plant and make plans for prompt rehabilitation. It

should be. remembered, .however, thet several monthe ago two
4
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of its traneforners wore noved to the Yongwol steam plant and
the Taejon mbstations Complete rehabilitation, according to
the power compeny officisls, would toke sbout 9 months, When
completed, 1t 1ie evenv possible that the capacity of the Chone-
pyong hydro plent, which 18 fed from the seme water eupply, may
be enlarged, Irmediate plans for ohab1lftation can develop
about 30,000 EW in 5-6 monthe at Whachon.
Other plans of the Koreen ﬁower company involve new

construction of three stean plante, one large hydro plant

‘end three emall plents, and the completion of the Sumjingang

hydro plent started under the Jepenese. The total cost of
this ¥five-year-plan’ intended to develop an additional out-
put of about 103,000 Kfv‘, is estinated at Won 21#8 billion.
The expenditure of lasge sums on the Whachon in the
abeence of the signing of en armistice does not appesar justi-~
fied as it 18 eubject to the tactical situation which is eger-
changing in that area. 4s fo -the projects included in the
Rfive-year-plan® these should be earefully surveyed by power
plant site engineers, end studies made of reléti‘v’e potential
costs, i separate memorendum 1e being prepared on the pro—
posed projects included in the "five-year-plan®.
On & higher priority then eny "fiwe-year-plan®" for
new- construction, is the immedlate necessity of rehabilit-
ating and improving the transmiselon of power in all of
South Korer. Power-losses are estimated at 33 1/3% or |
hizher ih moet areas d:.xe.tp defective tranamission facili’ties-.-

Two wire drawing plante have been set up, one af Pusan, the

5
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other near Secul, tc relieve the pressure on import of copper
wire by using screp and imported ingots.. However, the world-
wilde shortage of copper will slow down atterpts to rehabilitate
the transmission lines of the electric companies.. The same
eroup of engineers which 1s to survey repairs advisable to
existing fecilities, will make recommendatlions on the rehabili-

tetion of the tPansmission lines and substations.

/
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LANYD TRANSPORTATICN IN SOUTH KOZ-A

Wk K ok B K % ok Sk K % % k N W

I, INTRODUCTION

| In discussing transportation in Korea I would like to
touch on the background; which to a larg; extent ig re-—
sponsible for many of the present transportation problems,
some of the difficulties encountered prior to the present
conflict, problems we are facing now and how we are trying
to solve them, At present the major‘problems are shortage
of equipment, shortage of supplies, shortage of adequate
management , shortage of trained operational and main-

tenance personnel and damage due to the war action,

II. TERAL

From time immemorial, Koreans transported practically
all of the overland commerce of their country on their
backs or on their heads, This condition continued nntil
the Japanese made their first bid for empire at the turn
of the century.

The country was a spider web of footpaths and trails,
incépable of accommodating wheeled vehicles., Animals werse
far too valuable to be used to any great extent for doing
enything that could be done by human beings, who were cheap,
nlentiful and easily replaced, The people of Korea were
born, lived and died in their own villages, and only an in-
finitisimal number of them ever travelled beyond the adjacent
villages, the vast majority probably staying within a radius
of ten miles of their birthplaces for the entire span of their

lives, Until the present war dislocation, this continued to




be true of more than half the pépulation of the country,
This pattern i¢ an important underlying reason foar the

. ¢ .
manifold difficulties facing Korean transportation today.

point in Korea to Japan, being separated by the stralts

less than 100 miles wide. In order to transport

Japan made a forced "agree-

=}
(0]
=
<+
=
<

ment# with the Korean Emperor, took over the port of Pusan

a rall line to the Manchurian border.

in Korea provide the major transportation
of the country, }Military rather than econo.mic
considerations governed the construction of the rail net,
The major lines were extended generally northwest-south—
east in order to carry troops and supplies from Pusan %o
Mahchuria. This trend was further influenced by the
mountainous terrain, The roadbeds were well buiit and
with minor exceptions are stendard-gauge (4! 83").
Equipment is similar to that used in America, Most of
the equipment was built in Japan but was patterned after
American models,

Tﬁe main railroad line of South Korea ig the .Urunk
Line from Seoul via Tacjon and Taegu to Pusan, a distance
of 279.9 miles, An extention of this line continues
north to P'yongyang and Manchuria, An alternate Seoul-
Pusan line runs further to the east through Chechon and
Andong, A third route extends south from Seoul to Mokp'o
on the Bouthwest coast, There are no direct trans—
peninsular lincs, although a line leading eastward from
Scoul to the Samchok area has been discusscd.

2



Turing the Japanesc occupation, all top positions in
railroad management, enzincering and operations were held
by Japaricse, as were eighty porcont of the jobs for minor
technicians, foremcn and shift bosses, The American oe—
cupation authorities, in response to the intensely
nationalistic urgings of the XKorean pcople, evacuated
all Japanese nationals south of the 38th Parallel, in-
cluding 17,500 Japanese engaged in rail operations in
the American zone, The railroad system remained, but
almost literally, there was nobody to operate it, Adcrican
Army Bailway Batbalions were rushed into service to carry
on the operations necessary to the military occupation,
but there were not enough personnel to replace even ten
percent of the 17,500 Japenese, There were virtually no
qualified Koreans availablc, Koreans were trained but
because of langnage difficulties and limited number of
instructors progress was limited, Owing to inadequate
maintenance, the railroads were in a state of extreme
delapidation and disrepair at the time of the Japanese
surrender,

Unti1l 1949 assistance was given the railroads through
GARIQA, In January 1949, ECA took over assistance and
continued until the present conflict. At the present
time assistance is being furnished by Eighth Army., The
Korecan railroads were desirned for and operated on
Japanese supplies which ccme from Japan and Manchuria,
Few domostic items could be used., As a result, coal,
equipment, parts, electrical signal apparatus, special
tools and many other vital items must be ilmported,

The railroads made major strides in rehabilitation

and operating efficiency during the period 1946 — 50,

3




A comparison of freight movement over railroads by fiscal
year shows that during this period the total freight hauled
in terms of ton~kilometers increased 103,6 percent,

With the withdrawel of the UM Forces into the perimeter
most of the lines and equipmen*t outside the perimeter were
destroyed or badly damaged either by the UN Forces as they
withdrew or as a result of war action. As a result there
was a shortage of all types of supplies and equipment when
the UN Forces moved north again, In order to move neces—
sary men and supplies it was necessary for the U, S, Army
to furnish engihes, cars, rails, bridges, ties, coal and
other supplies to repair facilitles and also to furnish
rersomnel to assist in operating the trains, The U, S,

Army between Scptember 1950 and March 1952 furnished over
18,000,000 dollers worth of rolling stock and parts, As

of the end of Dccember 1950 ECA had furnished over 3,180,000
dollars worth of railway equipment and repairs, This amounts
to over 21,000,000 dollars worth of equipment delivered to
Korea since 1948, At present a large additionsl amount is
under contract, or awaiting transportation to Korea,

Since the break out from the perimeter the primary con-
sideration in rebuilding as well as operating the rail-
roads has been military necessity, Wherever possible this
has been combined with the long ren~e planning for rehabil-
itation of the railroads for pecce~time use, Where dbridges
are to be replaced in places where they are required for
future use a heavy more permanent type of construction is
used rather than the light temporary type used for temporary
repailrs or by-passes., A similar situation exists with regord

to repair facilities and trzoks,




From June 1950 until the present, the United Nations
Forces have been furnishing supnlies and equipment to the
Korean Fational Railway without charge, Since the break—
out, of military nccessity they have furnished most of the
supplies and equipment, Thgey have also been paying for
transportation at the current rates, In addition they
have furnished ricec as an incentive to the Korean rail-
way workers, and have paid the laborers for reconstruction
of the track in forward areas, In January 1952 the trans—
portation bill amounted to about one million dollars, the
coal bill to one million two~hundred thirty thousand dol~-
lars and the rice bill to one hundred twenty-five thousand
dollars, In a speech before the Korecan National Assembly
on 15 January 1952, the Finance Minister stated that the
cxpected income from the roilroad in the next fiscal year
would be 117:4 billion whan, At the current rate of ex
change of six thousand whan to one dollar, this would
amount to ebout 19,567,000 dollars, This income is really
at the expense of the UNC, In addition the railroads are
carrying domestic freight and passengers at much below
actual cost and this is an additional burden on the UNG,
This condition requires correction and a plan is currently
underway to negotiate o contract with the KNR to charge for
all supplies and equipment furnished by the United Nations
and to deduct this from the transportation bill, This
action will require a revision of traensportation rates

but should dcercase the cost to the United States and

eliminate concealed subsidies,
IV, ROaD

The basic road network in Korea is almost entirely
the result of Japanese construction and plamning, Prior
to the Japanese occupation, routes were practically

5




impassable to whecled traffic and the few bridges were
subject to almost annual washouts during the flood season,
The initial aim of Japancse road construction was to

open the rice-rich districts of the South and southwest
by building roads connecting the interior with rail-
roads or seaports, This network continued to develop as
Japan consolidated her hold throughout the peninsula, and,
upon assuming control of Manchuria, road construction was
pushed to provide overland eccess to the newly acquired
territory as well as to sorve the expanding industries

of Northernr Forea,

The most important through-routes in all Xorca con~
verge at Seoul, forming a large "X'" that extends cross—
country from Sinuiju to Pusan and from Onsong to Mokp' o,
A north~south route paralleling the east coast extends
from Pusan in southern Xorca to Wonsan in northern Xoreo,
Because of terrain conditions the highways have not been
expected to attain equal status with the railroads,

Since short city-to-city hauls rather than long freight
hauls were considerced in road planning, the best roads
in Korea arc those lezdinrg from production centers to
seaports or rail trans—shinment pointe,

Highways and roads in south Xorsa have undergone many
improvements since the beginning of hostilities in June
19850, TUnitcd FVations engincers have widened several of
the mein routes and improvod the conditions of others.
War damage has necessitated construction of by—passes on
many of the main routecs and because of the heavy loads
many bridges have been replaccd or strengthened.

With the cxcoption of a few hard-surfaccd stretches

near larger cities and ports, Korean roads arc unpaved



and are surfaced with gravel or scarth, Most of the main
routes have a stonc basc, topped with gravel,

The carly mbto; transport in Koreaz consisted mostly
of budses but in 1925, under Japanesc supervision, a
trucking business was cstablished, The business showed
a profit and thc Japanesc took over more control and
expanded it, 1In 1944 a number of companies consolidated
to form the Maruni Trucking Company, ZEighty percent of
the investment, both in cash and material, was Japancss,
The company was under the direction of the Government
and no truck could be dispatched unless the loqal police,
carrying out the Governor~General's orders, so dictated,
During the period 1941-44 all private bus companieé
were consolidated into Provincial Bus Companies, In
South Korea, service was maintained by 14 bus companies.
Fare charges and routces of travel were approved by the
Motor Vehicle Section of the Govermment, Disfribution
of parts and supplies were effected through the Korean
Automobile Corpany after approval by the Motor Vehicle
Section, |

With the liberation of Korca came the breakiown of
motor transportétion control, The Jepanese destroyed
a.ll/ available records and the only information that
courd be obtained was from the few Japanese heads left,
These, as well as the other Japanese techicians and
workers, were repatriated to Japan and ans o result there
were no trained persenncl left to continue opérations.
An attempt was made to replace key persomnel with U, S.
Army Officers but due to “emobilization there was a
very fast turnover and the number of personncl was
sharply reduced, An attempt was made to orgonize a

Korcan Bureau of Highwoy treonsportation but this was not



successful until.March of 1948 when the organization was
approved by the Military Governor.,

The exact number of trucks in operation as of October
1945 is not known but it is estimated at approximately
five huﬁdred vehicles, mostly in the Seoul and Pusan
aress. All of the equipment was in poor condition and
the employees were dazed and bewildered., Immediate
steps were taken to improve operating conditions. Parts
were obtained from captured Japanese stocks and about 300
Japanese Army trucks were turned over to the Campany. By
February 1946 the company had 1,500 trucks, and vehicles
were available for hauling in all cities of strategic
importance in South Korea., Peak operations showed
147,700 fons hauled in Msrch 1946 and 133,751 tons hauled'
in May.l9h7. Acditional equipment was obtained from
the U, S, Army in 1948 and additional parts and suppliea
were furnished by ECA. |

When the UN Forces withdrew into the perimeter in
1950 a large part of the motor transport was damaged or
destroyed, After the bre:kout it was necessary for the
United Nations to furnish trucks, parts and supplies to
the Kereans in order to move supplies necessary to feed
the population. 4s the action moved north additional
vehicles were reqguired. Between Sgptember 1950 and
March 1952 the U, S. Army furnished over 1,835,000 dollars
worth of vehicles and parts. As of the end of December
1950 the ECA had furnished over 989,000 dollars worth of
vehicles and parts,

Lfter the breakout z serious condition developed.
The ROK Army and Police required vehicles to move men
and supplies and, in erder to get them, requisitioned

private vehicles. Because of the serious shortage nearly

.




all vehicles were taken over by the Army and the Police,
and civilian transpert came to a stop. The situation
beecame so critical that an orcer was finzlly issued by
the Korean Government prohibiting the Army and the Police
from requesitioning additienal vehicles.

To a certain extent this order has clleviated the
situation but civilian motor transportation is still very
critical, with only priority shipments being mede by truck.

The only selutien iies in importing additional vehicles

and parts,
V. SUMMARY

4s stated in the beginning the mzjor problems. frcing
Korean transportation are shortage of eguipment, shortage
of supplies, shortage of adequate management, shortage
of trained operational and meintenznce personnel and
damage due to war action. The United Nations are fur-
nishing an enormous amount of equipment and supplies to
the Koreans. They are trying to assist manzgement and
train personnel. Major strides are being made in the
recenstruction of wnr dimage, primarily, by, Jr under
the supervision of U, 8. Army Engineer Units, Much hszs
been cone, but Korean tronsportaticn is still a long wey

from being adequate.
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I. I'TRODUCTION:

The Xorean people hove never had the onnortunitr to learn
modern water troasvmort-tion as conducted by the leadine nations
of the world todey, 1. the developrment of o llerchant liarine
orgenization the U, S, 1liter; Government had to start from the
cround and try to bulld =n llerchant Marine fram the remnants of the
Jancnese troined Koreans,
IT. GIERAL:
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he developzent ol norts in Scuth Noren we 1]

nese
construction and planninz, The najor consiceration was military.

Pusan, the prinary port of Korea, was lorzelr develoned to handle
P4 £ Iy 3 = < i

the flow of sunrlies betucen Jopon ond Koren ond

Inchon, the second nosgt impbriznt port, serves Secul and the

various incustries which have boen develope! in its vicinity,

The e

®]

st coamt is chnracterized Ly sorll tidal ranges,

averasing about one foot, a mrecipitous const with few embayments
cffering anchorage, and no exiensive coactod Jevelonments re-

auiring cxpleitoaticn, The cpposite is true of the uest coost;

tidel raages are as high as thirty feet, the censt is indented by
numerous emvayaccts, ond inlend arens displnay the most intensive
agriculture practiced in Koren, The South const, with a highly
indentcd coastline and lower tidal reases, offers the best port
and anchoraze possibilitics,

In nddition to Pustn and Inchon, there nre Cnir ports at

Runsan, oxn'o Floiinn—donsg, asen, Chinhac ~nd 7osu, All of

these ports are scrved by roil lines,
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Under the Jopancsc
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of vessels and siinning, e

&

technicians were Japonesc

rectly owned by Japon. Thes

to the c¢cnd of the war in 1945.

typhoon which destroyed mony vessels

sult

I

atriation the

"d

Jdonancse

were nade to replace the

[SRCAN

but no troined Xorcons were

1T

[a]
IJ‘

5. [Alitary personncl to

of vizter transnortation was

A

A lerge nunber of vessc

R
(SN

¥orca and

to control this traffic,

occupation there was ver

shipning was brought almost to a strndstill.
further disrupted oncrations.

1.
AT

and it wns accessary to

Fifto—

v strict control

arly all nanaccrient and most of the

iost of the larger vessels were di-
¢ were lorgely removed to Joanan prior
In Scptember of 1945 there wes &

and disrupted shipninz, As

Forced re-
Ef forts

Jananesc, viho had been repatriated,

aveilable and there vwere insufficient

hencdle the job, os o rcsult rccovery

very slov,

ls wcre onerntins 1llerally between

ish o coast guard

)

Lo Urval

vassels were

turncd over te the Korcon coost suard ond training of personnel
was started at Chinhae Toval 3“50 by the "ilitary Government.
Later on, fiftcen Americon I8Ts, crcued with Jeomonese nationals

<

Zo in additica to their coast ~unrd ccetivitics,
In A»ril 1946, cight Baltic-Tywe (I'=3) vosscls were supplied
o the Hercans on n barcbeat charter from the U, S, lnritime Cone
mission, Worunn personncl were rceruitcd and ~fter nnking a number
of voyages with the Amcri;ﬁn crevs toolr over their operation in the

spring and sumner of

Jodor stridos in vmmtor

b Vi
throuzh 1948 ns shoun o the
ried by Korcon vessals vihlch

1914,6 to

2

transnertotion ucre made fron 1946
increosed montiidls carso tonnnzes car—
increnscd frem about 14,700 T/T in

62,500 /T in 19LE-LG,
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Jith the outbrenk of the Xorecan conflict, watcr transportatieon

was 25%in disrupted. A number of vesscls were lost and others were

damaged, The bn
repair, 4As of 1
isted of 20 ve

29,000 gross tons

12,300 zross tons

aross tons, givi

lonce of the vesscls wicre 1n o very moor state of
Lovermber 1951, the Korean (erchaint Iarine con-

sels in the Horeon Shipping Corneraticn totnlling
s, chartcr hire vessels from the U, S. *“ll*nv
cnd obher |

orcon ovined ships totolling 1,200

ag a totel of 42,500 rross tons.

The ROX llawvy has reoulsitioncd four of the vesscls totalling

5,3C0 sross tons

novenent of suop

leaving o total of 37,2C0 sross tons available for

lics and couinnent,

The state of remair of n11 of thesc vesscls is so poor that

they are very di
underway to sond
sent time onc 3B
rcepair, A plon
self-sustaining
2
troincd by the U
of vecssels, 4 s

~y ~F L
troinis 701 TG

to brins the Xer

A nojor cons

the almost compl
personnel.  Supc
of preventive mn
Coaster vessels

2,800 deadweisht

daitional vesscls of the tyne reouircl, Persoancl ar

ifficult if not dongersus to oncrnte. A progroc is

part of them to Janan for remnirs and at the nre-

cltic Coaster is at Yokosuka undcrgoing cextensive

is nadervay to deternine the requirements of a

R

lerchinat Fleet ond efforts will bc mnde to vprocure

3 being
. S. Dnavy in the nroner onersition and naintenance

chool is being orgonized in Xorer. for larse scale

>

dorcons.,  Continuins efforts -re required in order
sonowater transmort up to reasonnble standards,

ideraticn frcing dorenn water tronsportntion is

cte lack of trnined technicrl ~ng administrative

rvisory nersonncl show alrmost o con lcete disregerd
</ & f)

intcnance and proner oncerntions, The Baltic
serve te iilustrate this peint, In 1948, these
on errgo vessals were nut in first class condi-

ed t- the Yoreons

ince thea they

have twlcc undergenc extensive repnirs, prid for frem U, S, funds,

and arc now undergoing their third najor overhnul, TJith proper
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operation ~nd rnintennnce these vessels should not have required

any najor work during this peried, 4 similnar situntion exists with
respeet to the other vesscels in the llerchont [nrine.

The U. S. lcvy reports congsiderable difficulty in the opera—
tion of vesscls. An cxample is o report of o IST which was run
soround during dovlisht by the Kercon crew cither through poor

rvigaticn or poor -~neraticn, It was reported that as soon as the
vessel beached the crev abandened shin and ovlc no attempt to re-
float the vessel., If theo Ilavy hod net sent o snlvege crew to free
the Yesscl and move it into safs harbor, the vesscl would have been
lost,

Adceounte training of oporaticnal and moassencat personnel
takes a long time, The mojority of the perscnncl in respensible
noeitions in the U. S. Ierchont Jarinc have over twenty years cx—

crience., Tlen the Horcan lack ~f familinrity with mechaleal

cquipment is added teo this lock of expericnce the problen of traln-

T

The ndor problens faclas Korcan lerchont 'inrine are shortage
of srell shirs for inter-islond aad constnl traffic, shorbage of
rennir freilitics, shortase of adegqunte mannserent and troined

J

operntionel morscnnci. The United Hnticns is furnishing logistic

surnort to the Korcan “erchant Inrinc, thoy nre trying to assist ir

manaccocnt and troin persoancl, Mnjor strides arce b'lﬂ” mnde in

the repairing and mointennnce of wessels, priznrily by, or under

v

the supcrvision of the U, S. Unvy. “uch hns been donc, bub the
L o 3

Korean merchant anrine is still in a deplornnle condition,
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KOREAN INDUSTRIAL POTENTIAL FOR THE SUPPORT
OF ROX ABRMED FCRCES
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INTRODUCTION:

In outlining Korean industrial potential in support of
its military forces, I shall divide it into problems, conditions
within the ROK Government and in industry, its textiie poten—
tial, military requirements and U, S. procurement,

PROBLEMS:

The major problems, facing Korean industrial production
for the support of ROK Armed Forces are the ghortage of pro-
duction facilities, especially in arms and armament; shortage
of raw materials; shortage of skilled labor; lack of manage-
ment; lack of manufacturing technique; shortage of ROK appro-
priated funds.

COND ITIONS:

| The original Japanese policy in operating the Korean indus-
try, in fact the entire ecconomy, was to fill all administrative
and technical positions with Japanese personnel only. Like-
wise, when considering the entire peninsula, the Japanese
developed coal power, iron and heavy industries north of the
38th parallel and to the South, thereof, developed light mam-
facturing such as textiles, machinery, pulp, paper, general
chemicals, alcohol, ceramics, metal processing and tobacco.
However, the major portion of South Korea was developed
agriculturally. BRelatively little of the South Korea develop-
ment was in the form of completely integrated plants. Most

of the production was to supply the Japanese home industries

with semi-processed materials. The partition of the country
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ab the 38th perallel left South Eorea with & totally inade-
quate power supply 'ceéause the majority of ite generastlon was
originally ingtalled in the North,

By the time the Korean War started, South Korea was only
in a position to supply textiles for the military effort, In
fact, over 95% of Korean industrial production for miiitery
roquirements is in the textile field execopt for a smnll capacity
for the repalr of rolling stock, vchieles, barges, footwear
(leather and padded cloth), biscuits and other forms of food
processing. However, the entirs textile production Is totally
inadequate to supply essential civilian needs, even i it were
possible to operate 1t at maxix;zum, namely if there were ample
power, fuol, raw materials and a normal rate of efficiency.

Since the mejority of the Korean industrial prcdaction
for military requirements are textiles, this bdrief will con-
centrate on its textile production.

Due to the necessity of a rapid flow of military require-
monts, it was fourd that such important items as clothing
could be furnished more expeditiously by supplying Eorean
- industry with all the necessary materials from Japancsc sources
and convert them intc clothing in Korecan sewing plants. Xxcept
for heavy industrial suwing, such as tents, otc,, Korca has a
sewing capacity far in excess of military and ecivilian require~
ments. In processing uniforms in this mamner, the end products
are of bettor quality, requiring less replacement, decliverics
are quicker and the not cost to the U, S, is lower, when con~
sidering the inefficlency and wastefulness of Xorean plants,
Likewiso, the Korcan fabrics are of such low quality they prove
unsatisfactory for modern warfare. To complicate mattors still
further tho textilo industry has totally insdequate dyeing
facilities, making it impractical to furnish the standerd olive
drab or khaki shados required. Oh the other hand, this con-
dition is quite satisfactory for civilian use whore a large

amount of white fabrics is traditional.
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The reticence of the R(K Govornment to appropriate
sufficient whan funds is a factor which is one of the salient
roasons for lnterrupted production and poor deliveries. Uni-
forms are one of the examplcs of this condition, though ample
materlals have been available to maintain oporations. KMAG
has been continually investigating Korean contractors who
claim excessive requirecments of materials and in the -ust
six months KMAG has been able to demonstrate to these con-
tractore that consldera:le savings in cloth requiremeuts,
especlally, can be made by large scale cutting methods,

In the non-textile fleld, leather shoes for milibary pur-
poses are an outstanding example of poor Kergan workm=nship.
Relatively expensive leather has beon supplied. Origiaally
Korcan ramie thread was used for sewing purposcs. The re-
sultant shoes practically fell apart ia use, Therefore to pro-
long the life of the shoes and to reduce cost, Japanese flax
thread is now being furnished.

EOREAN TEXTILE POTENTIAL:

In order tc present a complete picture of Korean textile
potential, Table #1 hes been prepared. It is divided into
five sections, namely, cotton, cotton waste, wool, siik -
rayon and cordege. UThesec capacities were established in August
1951 and are a conservative estimate of its potential with re-
visions taken into consideration for condition of plants and
equipment, lack of indigecnous raw materials, lack of management,
lack of manufacturing technique, lack of labor training, power

fallure, lack of production and quality control. Raw material

‘Tequirements do not include "pipeline" inventories. Pipeline

inventories are usually considered to be approximately a 50%
lncrease over requirements for actual production, This permits
approximately 3 months requirements in Korean storage and 3

months requirements enroute to Korea.
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The first and most importent section covers the cotton
industry and 1s stated on lines #1 to 12 inclusive, Table #1.
The total yarn requirement for all operations is 52,783,000
1bs, for which therc 1s a Korecan spinning capacity of 52,053,000
1bs. yarn. This develops a deficlency of approximateiy 1.4%
or 725,000 1bs, yarn. The total raw cotton requircmeu’ for
Korean spinning cepacity is 61,245,000 1bs., Indigenous
spinnable raw cotton production is only 3,000,000 1lbs. and sub-
tracted from the total roguirement leaves & dcficlency of
59,245,000 1bs, (epproximetoly 124,000 bales). Cotton cloth
capacity is stated as 56,015,000 sq. yds. vhereas in the statis-
tics compiled by tho Bank of Korea (most rclisble to date), the
average production for the poriod 1911;8 through 1950 is 62,857,000
sq. yds., The reduction of gpproximately 12% in weaving capaclty
is due to war damage.

The second section covers the waste cotton industry and
is statod on lines #13 to 16 inclusive. This is a typo of
industry native, only, to Korea, Japan and China and practically
unknown in the U, S, Therec are two systems of splnning, namely
Tokubo and Garabo and manufacture of padding.,. Both systems of
spinning can be doscribed as far below the lowest grade of
shoddy spinning in othor countries. The resultant yarn and
fabrics, because of low tensile strength and wear factor, are
unsuitable for military purposes. Throughout the Orient, the
use of padded clothing for cold weather use ie the standard..
This clothing is made of two layers of cotton cloth between
which, is a layer of cotton wastc padding, The padding is
made of a variety of non-spinnable fibers of which waste cottm
covers noarly the entire fleld. Its manufacture 1s a simple
operation of opening thc fidbres and forming them into. a web

similer in principle to the menufacture of absorbent cotton,

Raw materials for thesc wastc cotton industries are derived

mostly from the by—pro’ducts of the standard system of cotton
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spinning fo which indigenous non-spinneble raw cotton is

added, 93:_;;16 totel yern roquirement is only 547,000 1bs.
whoreas there is a yarn cepacity of 1,315,000 1bs. Padding
capacity is 13,893,000 1bs, The total raw material roquirement
is 19,131,000 1bs of waste cotton., No deficiency is figured
since the wastos derived from the cotton industry plus Korcen
non~spinneble raw cotton is sufficient., However, for civilian
relief, quantitios of Japanesc padding have beern imported into
Xorea,

The wool industry is covercd in the third section of
Table #l and stated on lines #17 to 20 inclusive. This is
one of the smallost scgments of the Korean textile 1ndustry.
It has only woolen system of spinning though considerable
knitting equipment requiring worsted yarn., Converting totel
woaving and knitting production into a yorn requirement of
22,846,000 1bs. and with a Korean production of 2,052,000
1bs, woolen yarn leaves a deficiency of 2,584,000 1bs, woolen
yarn and 18,210,000 1bs. worsted yarn. This peculiar con-
dition 1llustraties Korean clothing habits. Outer garments are
usually cotton and in cold weather are changed to the padded

type with heavy wool underweer used for additional comfort,.

Therefcre the relatively large underwear cepecity. Traditionally,

bedding is made of padding, similar to our quilts, but con-
slderably heavier. Thls is the reason for such & small blanket
capacity. Most of the looms in the wool industry are actually
cotton looms which are incapabie of weaving heavy febrics such
as blankets, Total raw material requirements are also a total
deficiency, namely 1,026,000 lbs. scoured wool and 1,536,000
1bs. wool substitutes. In this casc, wool substitutes are
defined as gernetts, and/or shoddy and/or rayon steple fibre.
The total yarn deficiency emounts 2,584,000 1bs., woolen yarn

and 18,210,000 1bs. worsted yarn.
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The silk and rayon industry 1s covered by the fourth
soction of Table #1 and is stated on lince #21 to 24 inclusive.

Koree has the ramnants of a relatively large silk industry

of 91,000 1bs is very small., The reason for this small pro-
duction is due to lack of fertilizer to raise mulberry louaves,
neglect of the troes, degonoration of silk worm breeling and
lack of recling techniquo., The weaving cepacity is rclatively
large when compared to reeling capecity. Weaving requirement
converted to a yarn bosis amounts to 2,823,000 1bs. erd sub—
tracting 91,000 1bs., Korcan silk production leaves a do
of 2,732,000 1bs, yarn, This deficit is stated as rayon yarn
since cost of importing raw silk into Korea would be prohibi-
tively costiy. Korca has no rayon flbre capacity.

The last soction of Teblo #1 covers the cordage industry
and is stated on line #25. Cordage is importént to Korea pri~
marily for fishing gear and secondly for genersl land uscs.
Korea produces no cordege fibres and thorefore the total raw
material requiremont creates a deficiency of 3,665,000 1bs.
abaca and 2,443,000 1bs. aboca substitﬁteé.

In totalling teble #1, it will be found that Korea has &
totel requirement of 295,150,000 1lbs. textile fibres of which
ghe is able to producc only about 3% or 3;091,000 1bs., not
including indigenous non-spimmablo raw cotton for which no
rocords arc avallable, The total deflciency esmounts to
92,059,000 1bs, At current prices, this doficiency would cost
epproximataly $77,546,000 CIF Korea.

ROK ARMED FORCES TEXTILE REQUIREMENTS:

In Tablo #2 tho importent military textile roquirements
arec stated. Those are estinates established by KMAG and
reprosent the items to be procured from foreign sources to
supply Xorcen industry with materials for processing into

military neccds. The mejor demend, as stated on Linec #2, is
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for 39',529,000 sq. yds, cotton cloth and recpresents 71% of
the total nK.oroan cotton cloth cepacity, | Line #7 states
the wool cloth and blenket requirement as 4,913,000 sq. yds.
This requirement is 6% morc than the total Korocan wool cloth
production, Sewing cepacity 1s in oxcess of Korean military
and civilian requirements and prosénts no bottlensck as far
as potential capacity is concerned. |

U. S. PROCUREMENT AND DRELIVERIES FOR RCK ARMED FORCES:

In order to supply tho Korean textile industry with essential
raw end semi-processed materlels for conversion to end products,
the U. 8. has procured approximately $38.9 million of which
71% or $27.9 million have boen dclivered to Korea duriag
Octobor 1950 thru March 1952. Table #3 is a tabulation of
these conmoditics, Of the total value procured. 89.7% ($34,889,416)
is for éomi—procossed netorials such as yarn, cloth, thread and
pedding; 6.8% ($2,646,221) is for finished end products end the
balance of 3.5% ($1,362,705) is for basic raw materials,

In the non~toxtile field, during the samec poriod there
were 26,040,000 bags of biscuits at a veluo of $1,939,685 pro~
cured and delivered to the POX Arnocd Forces by the U, S. Army.
This wag entirely on an emorgoncy basis. During the seme
period, the U. S. delivered raw materials for the manvfacture
of biscuits in smounts practically equivalent to the emergency
procuremenf. This was ceused by the ROK Govermment delaying
action ln tho establishment of a biscuit plant and nc action
was teken by the ROX until 1t was notified that no more biscuits
or their ingredients would be supplicd until the plent was es-
tablished and in operation. Latest repcrts are that as of
March 1952, a plant is producing epproximately 488,000 bags
monthly. To accomplish this, roquired over nine months in epply-
ing pressurc on the RGK Government. —

SUMMARY:
o As has boon 1llustrated in presenting the Korcan textile
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picture, the U. S. 1s supplying Korean textile industry with
anplo supplios to produco military requirements for the ROK

Armed Forcos and the overall plans ere so coordinated that

‘eivilien requirements erc not noglected. With all the problems

and conditions currently slowing down Korean effort, onc must

in justification realize that Korea's heritage of a barkrupt

and disorgenized industry hed insufficient time to osiablish
itself as producer of civilian roquirements. The curront war
miltiplied problems and conditions many times, EKMAG has appliecd
super-human efforts in accomplishing the results so far attained.
Every offort is being oxerted to have the ROK Government resolve
its ‘budgetory problems to permit industry to opcrate tc Dbest
advantage for the support of its own country. The proper logis-
tical support of tho ROK Armed Forces by EKorcan industry is

focused on the specdy oxocuticn of all plans for the cconomic

* rehabilitation of Korea snd on Koroa's willingness to accept

is its responsibilities, so that whatovor U. S. aid is suppliod
in this ficld will produce a maximum amount of military material

in e ninimum amocunt of time,

s
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Total Requirements Production Deficit Surplus Raw Laterial ) i
Line Category Unit Capacity (1000 ibs) (1000 1bs) (1000 1bs) ~ (1 lbs) Requirement Total Deficiency Remarks 1
1  Cotton Spinning (Yarn) 1000 Lbs 52,058 61,245 :_;
2 Cotton ‘ileaving 1000 Sq Yd 56,015 21,351 3
3 Cotton Hosiery 1000 Prs 55,015 8,687 .
L Cotton Underwear 1000 1bs 3,907 4,897 2
5 ° Cotton Gloves 1000 Lbs 3,201 3,369 i
6  Cotton Fish lNet 1000 Lbs 7,700 12,975 9
7 Cotton Towel 1000 Pcs 4,€99 514 ;3
8 Cotton Sewing Thread 1000 lbs 941 990 }
9 52,763 52,058 725
10 Indigenous Raw Cotton 1000 Lbs 3,000 _ A
n 59,245 Raw Cotton
12 725 Cotton Yarn
13 Ctn. ‘aste Spng.(Yarn) 1000 Lbs 1,315 — 607 Wastes 15,131 - Total requiremeat
14 " n aaving 1000 Sa Yds 2 .0LO 5477 derived from domestic Droe |
Abp !cavuls e VAN U\i 1 J,V‘-{-U "LL_ hahd . . f ?
15 - 547 1,315 768 duction and non-spinnable .«
16 " " Padding 1000 Ibs 13,893 - _ 18,52 ‘lastes cotton !
17 YWoolen Spinning 1000 Ibs 2,052 — l,OZé Sc'd ‘ool 1,029 .
18 1000 Lbs ‘ 1,536 liool Sub 1,536 3 !
19 Woolen ‘eaving 1000 Sq ¥Yds 6,294 4,636 2,052 2,584 2,584 ‘ocd Yarn :
20 iorsted Underwear 1000 Ibs 17,814 18,210 —— 18,210 , 18,210 vorsted Yarns 1
21 Silk Reeling(indigenous)1000 Lbs 91 314 Dry Cocoons
22 Silk Weaving ‘ 1000 Sq Yds 4,827 8L7
3 Silk & Rayon leaving 1000 Sq Yds 11,263 1,976
24 1000 Ibs 2,823 91 2,732 2,732 Rayon Yarn
25 Cordage 1000 Ibs 5,802 ;005 Abaca 3,065

3
2.L43 Abaca Sub 2,443




Raw Cotton
Scoured "jool
“lool Substitute
Abaca

Abaca Substitute

UNCLASSIFIED

TABIE 41 (Continmsd)

RECAPTTUIATION OF TOTAL DEFICIENCY

59,245,000 Lbs,
1,026,000 Lbs.
1,539,000 Ibs,
3,665,000 Lbs,

2,443,000 Ibs.

67,808,000 Lbs,

Grand

YARN
Cotton Yarn
“loolen Yarn
viorsted Yarn

Rayon Yarn

92,059,000 Ibs.

725,000 Lbs.
2,584,000 Lbs,
18,210,000 Ibs.
2,732,000 Lbs.

24,251,000 Lbs.
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TABLE * 2 |
ROX AR:ID FORCE3 R AUIREMENTS

A3 OF 10 AUGUST 1951

% of
vleight Korean Korean

Line Category Unit mantity (1000 Ibs) Potential Potential

1 Cotton ilebbing Linear Yds. 307 20 0

1000 |

2 Cotton Cloth (Various 1000 Sq Yds 39,599 14,436 56,015 % ;
3 Cotton Duck 1000 Sq Yds - 248 174 g
L Cottan Thread, Sewing 1000 lbs 165 0 i
5  Cotton Yarn 1000 Lbs 162 See Line #2 Applied to cloth production

6  Cotton Waste Padding 1000 lbs 2,921 13,593 21%
i/ Tlool Cloth & Blankets 1000 Sq Yds 3,453 4,913 4,636 106%
g8  orsted Yarn, Knitting 1000 Ibs 2,891 0 ;
9 Flax Sewing Thread © 1000 Lbs 3 0] {
10  Sewing (All types) 3 |

i el

% Capacity is in excess of military and civilian requirements.

[



Commodity Unit
Blankets 1000 Bach
Buttons 1000

Cloth, Cotton, Various 1000 Sq Yds
Cloth, Wool, Various 1000 Sq Yas
Tents Fach
Thrsad, Sewing 1000 Spools
Thread, Sewlng 100Q Lbs
Yarn, Cotton, Varlous 100 Lbs
Yain, Worsted 1000 Lbts
Padiing, Cotton Waste 1000 Lbs
Leather, Upper 1000 sq Tt
Leather, Sole 1000 Sq F¢
Rubher, Raw 1000 Lbs
Pongho 1000 Bach
Shos Facks 1000 Each

TABLE #3

U.S., FROCUREMENT & DELIVERIES

FCR RCK ARMED FORCES

OCTOEER 1950 THRU MARCH 1952

Procurement

Quentity

200
37,900
50,121
1,027
1,875
1,372
372
1,856
3,410
4,325
1,125
1,669
2,780
239
R )

8 Value

476,000
71,073
20,500,603
1,194,495
621,536
47,220
bk, 623
1,672,597
8,063,838
1,280,822
603,000
510,085
1,362,785
1,176,035

342,650
28,898 k22

e Juantblt

s Bas b B E St B T2 XS AW

Deliveries

162
23,000
,0l2

3 Velue

38k, kol
4g 576
13,024,748
1,049,843
16,008
21,00
gh0,681
661.993
8,012,k
1,280,822
603,000
Uiz, 352k
996,500
8,520

3h2,650
27,894,610



Preparcd by: LT COL LOYELL S LOVE

UNCLASSIFIED Chief, Supply Progrérs Ziv
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ANALYSIS OF THT SUPPLY PROGR/M FOR PROVID-
ING RAW LATERIALS D SRI-FINISHED PROTMUCTS
FCR ROXA
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The compilation of a program for the importation of
row mrterials and seni-finished goods to be processed in
Korea for the support of ROK frmy, is, in mahy cases, the
exact opposite of the cuneception of 2 similar program in the
ZI, Ve arc workin; with known needs, but unknown appropria-
tions factors, e move frem cnticipaticns to moterials, and
not from contracts to matorial requircnients. This has. led to
slizht embarrassments, but to no considercble wastage of
moterials, .
Basically, requiroments must be in the hands of»CINCFE
a minimum period of 180 days beforc needed to allow nccessary
procurcment acticn, Busak requires a minimum period of thirty
days for administrative review, Preparation and analysis of
the prorram ordinarily tokes thirty to sixty days befure sub-
mission to EUSAK, The rrograms are submitted on 2 six months
basis., The latest »rosram submittcd was for the period 15
Sentember 1952 to 15 March 1953, Tork is now prosressing on
the program for the peric 15 March 1953 to 15 September 1953,
.As lote as the fall of 1951, the import program was dircct-
ed largely by expediency necessitatced by the tactical situation
and the lack of competent analysis and experience data, -
‘Superficial analysis indicate o poterntizlly large sovings .
by providing raw mrterials rather than end items. It was
folt that mture consideration of 2ll dots weuld result in

minimum savings of at least twenty percent.

Replacement factors must be criticrlly studics, To use

one example: winter prided uniforms had never been mznufactured
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with the water repellent materials programmed from Japan
since it was not available, but were mede of inferior Koreen
nenufactured cloth. Loss factors due to the chaotic nature
of the tactical situation were not welghted agsinst the ex~
isting situation. The lack of adequate stocks to meet issue
proper care, and a eri
age of soep for washing had led to excessive wear. When these
factors were considered the replacerment factor was cut approx—
imately thirty percent.

The instability of the programmed flow of material sup-
plies has at times led to unrealistic appriasal of the materials
on hand at the beginning of the program period. ZEfforts have
been instituted to analyse and correlate past programs with
depot stocks, and dues in to complete these programs. Because
of the time lag factor, this consideration had been previously
ignored, Materials required did not arrive until some months
late, end in some instances, not at all, Procurement action
caught up repidly durinz the final quarter of 1951. A portion
of the materials arriving during that time had been requested
as far back as the second holf of the 1950 FY. No attenpt was
made to revise the progrem for the first half of the 1952 FY
(running from April 1, 1952 to March 31, 1953) as procurenent
action was already in progress and it was thought undesirahle
to upset the pipeline which was then filling for the first
time. However, the progran for the second half of the 1952
fiscal year was submitted based on stocks, dues in and pro-
Jjected expenditures for the remainder of the current period,
Overstocks of some types of cloth, notably 6 oz twill, cotton
sheeting, and almost all types of thread resqlted in negative
requirements. Supply action on scme chemicals, caustic soda
for soap and magnesiurm carbonate for rubber shoes, was cut back

and cancelled.

Projected needs for certain items such as field jackets,

parkas, and blankets were based on their issue as individual -
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equipment, rather than as organizational equipment. Consider—
ablé downward revision nnhturally resulted when requircments
for these items were placed on the basis of issue as orgoniza~
tional equipment,

Speeifications were analysed., Many of the material
specifications werc bascd cn insufficicnt technical knowledge
of moterials. Specifications in general tended to be based
on United States standards which were not always either necus—
sary or dcsirable. Original errors werc often compounded by
use in subsequent programs, Experts available at General
Headquarters were consulted and new specifications for many
typecs of cloth and y~rn werc worked out. A single change
in specification for yarn for ROKA winter underwear - to usc a
conspicuous example - resulted in dropping the price of raw
materials required for a single set from $6.72 to $4.85. This
must be madtiplicd by the 950,000 sets of winter underwear
prcgrammed for the current year,

Some evaluation of procurcment sources was attempted,

The KMAG Research and Development Seetion made studics of the
specifications and proiluction potentials for winter paided
and rubber training shoes, biscuit production, canncd fish
capacity and laundry and face soap requirements. This helped
to rcduce estimates to roasonable probabilities,

Copies of all projectcd programs are furnished to RCK..,
and in most cascs, rcquircments arc prepared with the assist-
ance of the ROKA technical scrvices, After preparation by
KMAG, the program is then submitted to EUSAK for staffing by
the appropriate technicel scrvices and staff scctions. Re-
visions arc made as nccessary. The completed program is for-
warded to UNCACK for analysis with regard to indigenous cx—~
penditurcs anc the impact of the program on the civilian
economy. Upon approval :r revision the program is forwar'ed

to G~5 section, General Headquarters, for staffing and
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and approvel, and then to G-4 for procurement action. As
available, materials are forwarded to approprinte Unitcd
Statcs technical service depots in Korea, They are tallied
from these depots into ROKi depots, In accordance with EUS.AK
circular 157, the KMiG advisor is then responsible for receipt
of the materials and obtai:ing the signnture of the responsible
Korean Officer, 4As contracts: are let by the ROKi Central
Procurcment Agency, moterials are requisitioned by CPa from

the depots and shipped to contractors. Finished items arc

tallied back fram CP. to the issuing service,
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ROK MANUFACTURING OF END ITEMS
FOR SUPPORT OF HOK ARIT

K oF K ¥ K X ¥ ¥ ¥

This section of the briefini is solely intended to present
a broad and general picture of the manufacturing ani procurement
activities of ROKA, We shall, in the process, touch briefly on
the problems involved, methods employed, an? enis achieved - with
as liberal a sprinkling of statistics as needed. The discussion
will be Adivided into three general procurement phases - metals,
food ani clothing, As a pure orientation measure, varinus
articles of clothing manufactured in Korea for ROKs from imported
raw materials and semi-finished goods will he exhibited.

I wouldl 1like to say at the outset that in Arawing up a
program for material immorts for Korean processing, we in KMAG do
not deal in potential caracities or theoretical requirements. We
are always certain of twe hasic things., Ve know that we nced as
much material as we rcquest and we know that Korean intustrinl
capacity cxists to preocess the items, Thourh we can projcet price
riscs with only fairly reasonable certainty - we dn know that
money for the projects has been included in submitted budgets.

The stumbling blocks are the erratic ap ropri~tinn activities of
ROK and the fact that we must clothe anl feed an army presently of
320,000 men within the support frame for a 250,000 man army, This
situation naturally demands scome fluidity which will become
apparent throuch the course of the briefing,

Two immediate facts are of major importance to the ROKA
program, The Republic of Korea Army is by far the largest single
purchase in Xorea ani it also is about the only customer who
sup-rlies the materials, Interest charges being what they are, the

fact that inventory burden is horn by Roka is of major immortance
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to the Korean businessman, and makes ROKA business highly
desirable, and in some cases profitatle, The latter is by no
means always true,

During the fiscal year ending 31 March 1953, it is estimated
that KOKA, through the fuartermaster Clothing Factory and the
Central Purchasing Agency, will expend about 79% billion won or
134 million dollars to process 22 million dollars worth of materi-
als imported on the requirement program. This figure is bascd on
currcnt CPA contracts. Anticipated price rises will prohably raise
fabricating costs an additional five million dollars during the
fiscal year, Another one ani one half or two million dollars will
be spent by CPA for indigenous products, These expenditures will
constitute about one third of the present budret figure for the
Korecan army or amount to rourhly fourteen cents a day for a
250,000 men army or =hout twenty-two cents a day if the bu’get
authority takes price rises into consideration - vhich it prohably
will not,

At thc present time, CPA utilizes about three hundred manu~
facturing facilities in‘executing its program, Care must be
exercised in contemplating the term facility, as they range from
shops with four sewing machines and perhaps a knitting machine for
gocl measure to spinning and knitting plants employing well over
a thousand workers,.

The items procured are as varied as the facilities employed.
Purchases range from cremation baxes (wvhen won is available) and
ceremonial flowers to thumb tacks, pickled radish (tockwan) and
paper bars with intermediate stops of infinite variety. To those
vho would enjoy a quick insight into Korean products available for
purchase, I woul? commeni the reading of the weekly CPA aotivity
reports,

Before any detailed Aiscussion is begun, onc significant

fact should bc printed out. While sixty percent of the ROKA
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purchasing hudget goes inbo fnﬁt {tems - Soap, caniles, fish and
biscuits, only ﬁen percent of the imported materials are used in
these nroducts. It is usually in this area that economy comes.
Lbout forty percent of the purchasing budget is used in processing
items of clothing an? equipment, and ninety percent of the
imorted materials, Acllar wise, gocs into these items. There are
few cut backs in the »rogram for clothing, While only twenty five
percent of the canned fish program was completed, last year, the
clothing nrogram with the exception of bath towels was almost one
hunired percent completed. This included, but was not confined to,
such items as 400,000 sets of patied uniforms, 1,500,000 sets of
fatigue clothes, 1,000,000 sets of winter underwear, 1,300,000
cotton shorts and a like amount of wocl socks.

Little procurement is effected in the metals field. The
metal working industry in zeneral, as we know it, is inefficient
and particularly uneconomical, Castings of generally inferior
quality and machining capa=city are available, Hovever, forming,
punching and vressing facilities are either non-existent or
antiquated,

At one time, it was hoped that Japanese type mess kits could
be proiuced successfully in Korea. These are currently being
produced in Japan at a2 cost of slichtly less than fifty cents -
tut the best Korean price obtained about four dollars. ‘The Aiffer-
ence in price is reflected in method, Castinz and machining against
pressing., TVeldin: is basic in conception, ani an electric welder
80 scarce as to be an odlity,

For the first time Aurinc the coming year, ROKA is importing
small quantities of steel for the formation of briige staples and
wire nails., Korean fabrication of nails is outmoded by known
American methnds, but they can produce nails in fair volume. Smaller
gages can be effectively used, however, unless the Korean carpenter
has some mysterious ani unknown skill, heavier guages appear to be
of questionable worth. The averape nrice is twenty to thirty cents

a pouni,
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Some items such as rice bowls and cook nots made from scrap
aluminum generated hy the ait forces have been economically pro-
cured, Over the past year, for example over 200,000 rice howls
were purchased by CPA at a cost of seven and one half cents
(expected to rise t~ 16¢ this year), About the same quantity of
identification tags were contracted at a cost ~f two cents each
(also expected to Acuble), ILiterally millions of buttons were
fabricated from beer cans at twelve for a penny, thus driving the
price of empty cans along with other segments of the beer can
industry up to twenty-five won each, Procurement of this rela-
tively unsatisfactory substitute for composition buttons has
storped at the present time,

Purchasing of spare parts for ordnance vehicles is in the
small order stage. Lncally procured items such as pistons and
rings, pins, springs and oil filters have been tested and found as
acceptable as Japanese products for Japanese trucks. It is hoped
that large volume purchasing in the future misht bring prices down
to economic levels., The commissinn will unloubtedly be interested
to know that ROKA ordnance is expaniing its rebuild program con-
siderably, and it is hoped that before the eni of the year the
volume of rebuilt motors will increase many fold effecting a consid-
erable saving over the purchase of new motors,

Though it is a facility abuniantly Aear to the Korean soul,
there appears little doubt but that local procurement of arms end
ammunition is totally unfeasible, I hasten to point out that the
Arsenals 4o not come unier ROKA jurisdiction. What appears to the
unloving eye to be a fantastic rifle, enveloping all of the worst
features of known weapons, has been Aeveloped by painstaking hani
labor, Some land mines and ammunitions have already been produced.
The principal »roduct of the arsenal, however, was a relatively
high priced grenaie of dubinus reactions. It is generally thought
this product that led tn the untimely and not entirely lamented

demise of the Pusan arsenal, The cause of the explosion has never,

4
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however, beer guite dlbared,

The most costly item of ROKA procurement deserves mention by
jtself - canned fish, Fifteen million cons of the one pounitall
variety are scheduled for nroduction during the coming fiscal year

at a cost of thirty-five billion won, We know that the capacity

‘exists to manufacture that quantity of cans and canned fish, The

costs, however, appear totally out of line. The total United
States cost for the tinrlate, 1lids and solder is approximately
five cents. The cost of fabricating the can is four and one half
cents. The canninz oneration itself, at latest contract price
comes tn about thirty cents or a total cost of forty cents for a
can of fish that couldl be ouite easily procured on the west coast
at a ecnst of ten t» trelve cents. Not the lease causes of this
hich cost can be traced to erratic ap ropriations that causes
spasmodic production, inability to take alvantages of peak perlods,
continuing overhead, high Adebt turden and interest charges, In
short, the evils associated with uncertain procurement - especially
when there is but one source of »roduction and one purchaser.
Unless the slack in this industry can be taken up by civilian
consumption there appears to be no prospect except for continued
high prices -- ani the failure cf the ROK soldier in the front line
to secure his sixty grams of fish canned in soy sauce.

Before examining the procurement of secondary foods by CPA
it will be necessary to examine the ratinn structure of the ROK
army in general outline. All persons receive an allowance of six
hops or 1,92 pounis of rice 3aily, an? ten Korean Cigaretts (at a
cost of four cents)., All units are allowed five hunired won Aaily
per man for the procurement of secondary foods. In addition, front
line troops are supposed to receive 1/6 pound of canned fish and
eighty grams of biscuits. The five hunired won Aaily allowance
goes directly to the iniividual unit commanier who is charged with

the responsibility of procurement of the secondary ration. However,
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two hunired wen is withhell fron tﬁé aliowarce of tront line troops

and turned over to the Central B?dcdfement Arency. At the present
time CPA pfoviﬁes .166 pounis of pickle? radish, 1.195 oz of bean
mash or denjone ani €64 oz of pepper sauce or kochajon, This
service has proved very efficient and though the money is absolutely
withhel? from front line units, any unit can Slace a similar amount
with CPA for prccurement. It is hoped that eventually the A2ily
monetary allowance will be taken away from the unit commander and
all seceniary procurement donc by CPA or Quartermaster. The
seconary procurement of foods by unit commanders is wasteful,
inefficient anl by n~ means assures the individual soldier of his:
full five hunirei won Aaily of kimechi ani other Aetailed secondary
dishes.

Biscuit proﬂuctioh has been mentioned several times., The
factory in Seoul is producing approximately 22,000 250 grams bags
Aaily at a cost of 297 won each (the ingredients supplied cost
roughly .047787) making a total cost of about nine cents which is
not too far ahove Japanese costs., It is hope? that the Victory
Company will have a secnnd plant operating in Taegu early in June. .
These two plants when in full cperatinon shoul? produce approxi-
mately the 60,000 bags needed 4aily. The Secul plant incidentally
is a marvelous example of crude ~rniuction methnds nroiucing
lesirel results, Since th~ plant npened in January about 1} millinn
bags have been iclivered, Yiell is pepred at 85% of Ary
ingredients,

Produetion capacity for soar requirements of six millirn bars
of launiry ani face scap is mrre than ample. A recent relaxatinn
of specificatinns, cnupled with available funds has given the ROK
snldier a regular issue of launiry soap - nne bar per man per
month - for the first time in many months. . The injurisus effect
on fabrics caused by lack of cleaning has already been mentioned,
Restrictive specifications and limited held Aeliveries of soap to

about 950,000 bars over the past year, . Perhaps it should be noted
6 | |
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that during that time wrides trebeled; They ate still high. Last
cnnéract prices fnr 4 475 Jound Ear of laundry soap were 900 won
or fifteen cents an? face sonap 700 woﬁ or twelve ¢cents for a 6 oz
bar, Hewever, with speeifications relaxced tn incluie lard, tallow,
an? refinery foots Aderived from the alkali refininz cof vcgetable
nils ani rhale ~il it is anticipated that reouirements for launiry
sn2an at least will be met,

The value of prnducing caniles at a cost ~f nine cents each
exclusive of material is questionable., During the past year abcut
480,000 were Aelivered and it is anticipated that this twenty-five
percent program fulfillment will be typical of this year's produc-
ticn, Further imports of parrafin were Adiscontinued and surpluses
if any will be absorbed in the rubber shoe manufacturing program.

It has already becn emphasized in several of the briefings
that the clothing pregram in Korea mainly utilizes sewing capacity
»f which there is more than an abunlance. Ample weaving and
knitting capacity - with material suplied - is available and used
for the productirn of s~cks, ;loves, knitted unierwear, and dnﬂer-
shirts, Quite adeouate casacity also exists for the proluction of
the three millinn pairs of rubber training shoes and‘four hunired
thonsan? pairs cf padded winter shnes., The only bottle neck in
the production of the winter palded shce is the capacity for bonding
cloth., At present all cloth is bonded in a single facility in
Pusan, Abcut six factories prciuce the padded shoe while at least
a dozen facilities have been apiroved and used for the summer or
training shne program. During the past year 1 3/4 million training
shoes ani 375,000 padded shces were contracted ani received.

The fabrication of leather shoes for ROKA has largely been
abandoned, Boots were excessive, Also recently aprroximately
180,000 pairs of mismated, salvagable, anl discontinued combat boots
were turned nver to ROKA from American sources, The scles, heels
and thread imported, are used hy ROKA QM Feclamatinn an? Maintenance

Companies to renair an? salvace these bonts at the rate of 5,000
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pairs a wgek; In ai*i%inn; a urojett is alsn underway to utilize
conmeréizl firts to rebuild and cut down the sizes of the larger
boots to tariff sizes more suited to ROKA.

One of the most intercstinc sewing nperations
most efficient is the ROKA Quartermaster Clothing factory in the
Pusan Area, It emplnoyes about one thousand civilian werkers., It
is heped that the missi~-n will find time to visit this factory
while in Pusan,

The Quartermaster clothing factory is patterenel on the
Philadelphia ani1 Jefferscnville Depots. Bulpeting for the operation
is ¢
set up to oroduce bally needed clothing rhen eivilian procurcment
was not available, Jue tr the fluil naturc of the situation., At
the present time it continues to fulfill its manufacturing mission
as well as being a pilnt plant for industry with regard to costs,
techniques ani production orcanization, It alse lces continuous
research and development ~n items of ROKA clothing. Apprcximately
ten percent of all ROKA sewing requirements can te pronduced in this
plant, Five hunired an® six sewing machines of varying depenia-
bility an? duality are its principal assets.

Its potential is limited by antiquated equiyment, lack of space
and strairht line productirn cperations, Most button hoies are
still cut by hand with a chisel, buttons are hani sewn for the most
part, ani balance is n~t always achieved in productive capacity of
all Aepartments. About three thnusand fatirue uniforms per day can
be maie if 211 the plant equipment is utilized on this project. The
capacity coul? be considerably expanied with the acquisitinn of new
machinery, alequate supply »f »arts ani redesign of plant lay out.
Down time is remarkakly low except for power failures., The Aaily

average for all the machines is less than fifty h-urs.
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PROGRAMS RELATING TO ORGANIZATIONAL EQUIPMENT OF THE ROKA

I.

IT.
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GENERAL:

EUSAK supplies the ROKA; Navy, Marine Corps and
ALir Force with all Army procured items within established
allowances when such items are not available from ROK
sources — which is the usual case. Their T/&E's and
T/A's are patterned after ours except that there is no
medium artillery, 444 or Armor in their divisions.
Property is normally issued to ROKA Depots in the Pusan
Area for redistribution by ROKA., The ROKA must be
trained to stand on its own and supply channeling has

been on that basis.

ROKA:

Strength of the ROKA was 95,000 on 25 Jun 50. Strength

as of 31 Mar 52 was 319,000, Planning figure is 363,000.
T/0&E's, T/A's, and Class IV Projects require CINCFE,
and in most cases, D/A approval, because of supply impli-
cations. Obsolescent items are furnished in scme cases
(example: N-36T.D's). It must be remembered that the
ROK Government is a new government and that they are
oriental people. They do not have the reserves of
leadership which we have but they are capable of 1earning,
willing to learn, and have and do make zood use of the
equipment issued to them.

a. Ordnance: Full support is provided the ROKA for
Class II, IV and V supply — that is, individual and crew

served weapons, general purpcse vehicles, amunition, etc.

This includes requirements for Field Training Centers, Replace-

ment Training Centers, schools amd direct support issues to

L g~
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combat units frem USA ASP!'s,

Materials have been furnished focr the ROKA Grenade
manufacturing program. Grenades are manufactured in plants
owned by the ROK and operated under the ROK DND. Between
Aug 50 and Dec 51, following items were furnished:

(a) TINT

(b) Fuses

(c) Adapters

(d) Blasting caps

(e) Beer cans

(f) OD paint

() Turpentine

(h) Aluminum scrap

(i) Fiber cartons

Japanese trucks were furnished in lieu of American
trucks beginning in Oct 50. The program was discontinued
in the fall of 51 because of rising cost. Approximately
8,500 trucks were procured and delivered., Support is by
ROKA. The US furnished the following items for an engine
rebuild program:

(a) Machine tools

(b) Babbit materials

(¢) Bar stock such as brass and steel

(d) Spare éarts procured from Japanese manufacturers

(e) Materials for storage batteries
Evacuation is by ROKA to US Ord Reclamation and Classifica-
tion Depot, Masan, Korea. Turnec-in items become shortages
and are the basis for requisiticning replacements. A resi-
dual value, if any, is credited to the ROKA. In many
cases, T/O&E shortages are not filled pending approval

of a new T/OXE, cutting out the items. (Examples: pistols;
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véhicles, instruments.) Japanese trucks, being 2 wheel
drive, are not ag good as Army Vehicles but £ill the
bill in general, Where howitzers are pulled on hills;,
trouble develops and some USA general purpose vehicles
have been issued,

b. 8ignal: Issues of supplies and equipment are
according to T/0&E's or based on a Class IV project.
No maintenance support,except emergency, is given. It
is interesting to note that the ROKA soldier is good at
maintenance of véhicular and Signal equipment. .

¢. Bngineer: Some equipment was withdrawn to
£ill US4 shortages ‘since ROKi soldiers required further
training in the use of equipment. Such tréining has

been and is being given and equipment issued accordingly.

d. Iransportation: The KNR is a ROK Gov't corpora-
tion which cannot be said to be furnished T/0&E equip-
ment. The US does furnish all major supplies such as
coal, diesel oil, tires, rail, large construction materi-
als, etc. Some 43 diesel locomotives, 33 steam (Lmer-
ican property) and 834 US freight cars and 82 passenger
(bosp) cars are in operation.‘ Diesel locomotives have
US soldier engineers. The US has a contract with the
KNR on a kilometer-mile and passenger-mile basis
while at the same time, we operate it as a military
operation. We operate the back-shops using KNR parts
where available.

e. Medical: Medical supplies and equipment are
furnished the ROKA in accordance with their military
requirements. Raw materials are furniéhed the ROK for
fabrication within Korea, utilizing Korean industry.
Among the latter items are hospital linens such as

sheets, pillow cases, blankets, operating gowns,

e
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operating suits, corpsmen's and nurses' uniforms. This
program was initiated in early 1951 and end items were
received in Sep 51 by ROKA Medical Depotsi

f. Quartermester: Following QM items are fur-

nished on a reimbursable basis:
(1) Blankets - end items
(2) Organigational equipment - raw materials,
scrap materials or end items
(3) Stoves - end items
(4) Tentage ~ end items
(5) Lenterns - end items (kerosene)
gs Chemical: Flame-throwers only are supplied.

Authoriged number is 56 per Divisicn.

I1I. CONCLUSION:

Issues of materials and end items have been based
on D/A authority as military necessity. In the early
days of the war, records are understandably lacking.
Prasent procedure (EUSAK Cir. 157, 1951) is to require
the signature of a ROKA officer acknowledging receipt.

Procedure is monitored by KMAG.
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KORE:N NAVY

(Brief presented to military members of
Unified Command Mission to Republic of Korea)

I. Brief history of the Republic of Korea Navy since 1945,

1. The present Republic of Korea Naval Force was started as
e Korean Coast Guard under the Korean Military Advisory Group after
liberation of the country from Japanese occupation in 1945, In-
itially this organization consisted of a few mlscelleneous abandoned
Japenese craft and surplus U.S. LCVPs, with U.S. Army personnel as
advisors and instructors. In the summer of 1946 a small group of
eight U, S. Coast Guard Officers, initially active duty officers,
but later retired officers in a civil service status, took over
the training of the ROK Coast Guard. This adviscry group wes
instrumental in setting up schools, establishing shore bases and
acquiring additional vessels, By the summer of 1948 the Korean
Coast Guard consisted of eight radio-equipped bascs, a training
station and academy at Chinhae, approximately 6,000 men and of-
ficers and 34 vessols in actual commission. At & ceremcny cele-
brating the recognition of the South Korea Republic on 15 August
1948, the Constabulary and the Coast Guard were formelly renamed
Army and Navy respectively but underwent very little change at
that time.

2, In the spring of 1949 a Marine Corps was established
within the ROK Navy, Its initial strength was about 500 building
up to a little over 1000 in June 1950. 4after the outbreak of
hostilities, the Marine Corps was built up rapidly to 5,000 person-
nel, and as a regiment participated with the U. S. Merine First
Division in the landing 2t Inchon.

3. During the period between sugust 1948 and commencement of
hostilities in Korea, the ROK Navy was more or less on its own,. —
Qutside advisory assistance was inadequate, they were handicapped

severly by lack of funds and as a result their ships and their
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4, In spite of this poor beginning, the determination and
native ability of a small group of loyal Kor?an Naval Officers
has developed a small force of coastal patrol craft that have
materially assisted UN Forces in the Korean conflict. Because
of their willingness to fight and their knowledge of water around
Korea, their Navy was augmented by the loan of two American Patrol
Frigates in October 1950 and another two in October 1951, They
have operated these Frigates, and other craft that have been loaned
to them, well and to the advantage of our naval effort,.

5. The Republic of Korea st the outbreak of hostilltles in
June 1950, turned over the entire ROK Navy and Merine Corps to
CINCFE for operational control., CINCFE in turn assigned these
forces to COMNAVFE, In order to properly employ the ROK Navy,
COMNAVFE assigned a Deputy Commander to take command of the ROK
Naval Forces and provided him a small staff in order that he

might exercise

(o]

perational control of, and as#ist, the ROK Naval
AForces. From July 1950 until g February of this year officers
exercising this control were on temporary additional duty fronm
the staff of COMNAVFE.

6. To improve the cperations of the ships of the Korean
Navy during a pericd of very great expansion of personnel, the
officers exercising operational control have of necessity had to
expand thelr activities to give advice on developing a naval
establishment and to develop a sound training program for the
officers and new men, The Naval academy a2t Chinhae was re—oriented
toward U.S., Noval icademy standards with a curriculum geared to
providing officers trained for smell ships operations. Text books
used were first procured from U.S. sources then translated and
reprinted in Korean. Service schools have been erganized at
Chinhae and technical training of enlisted men has been emphasized.
The naval base at Chinhae was reorgenized te provide better

material assistance to the operating forces and to take advantage

2
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Korean Navy, Cont'd

of salvage materials. i start has been macde to organize the
headquarters of the ROK Navy tc function aleng the lines of
the U.S. Naval organization,

7. On 9 February 1952, in acccrdance with authorization
from CNO, a Noval Advisory Group Republic of Korea Novy was es-
tnblished. This group is under the oper:tionnl control of
COMNIVFE. The Chicf of this advisory group is also designated
CTG 95.7 and will in this canacity, ccntinue to exercise oper-
ational control of ROK Naval Forces ~s necessary to ccordinate
operations with UN Ferces operzting in and arcund Korea. The
advisory group ccnsists of 20 Navael officers, 7 Morine Corps
officers, 71 Naval enlisted and 11 Marine Corps enlisted men.
IT. Present status of ROX Novel and larine Corps.

“

1. Cur ent perscnnel strengths.

Officers fnlisted Total
Navy 922 7239 8161
Marine Corps 561 16449 17010

2. Presently the ROK Navy is made up of some 60 vessels
consisting of patrol craft, minesweepers, small amphibious craft
and miscellaneous smnll auxiliary craft. The United States hes
loaned the Kcrean Government 19 of these vessels, the Kereon
Government hcld title to the remainder.,

The vessels on lecan to the ROKs are:

L, Frig-tes (PF)

2 Patrol Craft (PC)

L Potrol Craft Small (PCS) (Due out in the near future)

2 Landing Ship Support Large (LSSL)

3 LCVP

L YMotor Torpedo Boats (PT)

3. ROK Naval units zre being very effectively for mine-
sweeping, for prtrols to prevent North Koreon fishing and small
craft activity, against enemy 2gent activity, for harrassment of

encmy road and beach traffic, and for gaining intelligence.
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L. Logistic support of the ROK Navy hos been a major problem.
The inability of the ccuntry as a whole to supply its own basic
needs is reflected by the fact that the procurement of such things
as office supplies presents them o grave problem, Items of a
technical nature produced by a precision mechinery is next to
impossible to obtain from Korean s—urces, Therefore the Korean
Nagy has received about 90 percent of its operationzl logistic
support from U,S, Sources., The Korean Government¥s main con-
tribution to the supfort of their Navy is for pay, food and
clothing for the personnel. It has been necessary to augment
even these items from U,S, sources ot times. In accordance with
JCS policy it has besen ﬁho procedure to authorize.issue of such
materinl from U,S, sources as is necessary to supPort and maintain
the Republic of Korea Navy as an effective combet force. In
implementing this policy serious consideration is being given
to two other objectives:

a, To build up the Republic of Korea Navy to be as
nearly a self-sufficient military unit as pessible.

b. To achicve moximum effective utilization of the
funds and materi~ls expended by the U.S, in suppert of the Korean
Navy. Therefore in furtherance of basic policy and objectives
the following procedure has been followed:

(1) Requirements of the ROK Navy shall be provided
to meximum extent from ROK Government sources.
(2) Reguirements which cannot be provided by
the ROK Government shnll be provided to the maximum extent
possible from Eighth Army, in accordance with current directives
and instructions governing logistic support for forces in Korea,
(3) Requiremecnts which cannot be furnished by
either of the cbove shall be requisitioned by the Chief, Naval
4Ldvisory Group, Republic of Korea Navy. Such requisitions
must be accompanied by sufficient detailed justification and

explanation to permit thorough evaluation by COMN.VFE.
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The major items the U. S. Navy are supplying are fuel,
ammunition, spare and replacement parts and major repairs.
I1I, The future of the ROK Navy.

1, The Republic of Korea in providing military forces for her
protection and security during both the post-armistice and post~
treaty or peace-time period needs a Navy capable of protecting her
coast., To do this the ROK Navy must be capable of performing the
following tasks:

a. Minelaying and minesweeping operations.

b, Coastal patrels in connection with anti-guerrilla opera-~
tions, anti-infiltration of North Koreans.

Ce Anti-smuggling patrols,

d. Rescue missions with shins able to take the sea in
reasonably rough weather,

e. Minor amphibious landing operations on islands and
along defense line in connection with anti-guerrilla operations,

2, To carry out these tasks during the post-armistice - pre-
treaty period, the Navy plans to expand to their authorized ceiling
of 10,000 nersonnel and has request-d two additional Frigates and
some additional miscellaneous supporting small craft. The requests
for ailditional vessels have been forwarded from this theater recom-
mending approval and await decision in Washington.

The Marine Corps is nlanning to expand to their authorized
ceiling of 20,000,

3, In the post-trecaty or -eace-time neriod it is considered
that the ROK Navy can carry out its tasks with the vessels they
presently operate, plus those reauested, and a personnel strength
of from 8 to 9 thousand, and a Marine Corps of from 4 to 5 thousand,

4., To accom-lish these tasks and maintain an effective force:

a. A large scale comprehensive training program covering
all rhases of the naval establishment is mandatory.

b. Further imsrovement in organization of the Navy and
Marine Corps is required, Particularly insofar as sup»nly and main-

tenance are concerncd,.
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¢, Further improvement in the physical facilities of the
Chinhae Naval Base and the Inchon Naval Base is essential.

d. Initial outfitting in some cases, and improvement of .
facilities for training of enlisted persomnel in nearly all cases,
is required.

e. An allowance of spare parts for at least two years of
operations must be provided for all ROK Navy vessels,

f. Mines and minelaying equipment is required.

g. Dredging operations at Chinhae Naval Base to permit
greater use of the present dock arca are needed,

h. Consumable stores that cannot be procured locally
must be nrovided,

5. In order to do these things the U, S, must continue to
assist the ROKs by advising and supervising organization, training,
operations and continue furnishing considerable logistic support.

6. It is obvious at this point that the ROK Government is not,
and will not be, able to support a foree like this without U. S.
help, therefore, the ultimete size of the post-hostilities ROK
Navy and Marine Corps will depend upon the support the U, S, can and
will provide, While it is true the U, S. will have to contribute
heavily to the support of such a naval force, it is also true that
it will be less expensive than kecping our own forces in Korean
waters to do the same job, |
IV. Base requirements for the U, S, Navy in Korea.

1. To supoort nresent onerati-ns in korea we have in addition
to the ROK Navy Advisory Group, a small Fleet Activities Facility,
Military Sea Transport Service representatives and a Naval Ship»ing
Control Office in both Pusan and Inchon, U. S. Naval personnel
based in Korea h-s never exceeded 800 men. Under conditions visua-
lized in the forse able future this figure will never be exceeded.

U, .S. Navy base requirements in Korea for present and future
operations are:

a. Office and housing facilities for Military Sea Trans-
port Service, Naval Shipping Control Officer, and a small Fleet

Activities facility at Pusan and Inchon,
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b. Housing facilities for the Naval Advisory Group at
Chinhae, Pusan and/or the seat of the ROK Government.

c. DNavigational rights in all waters in and around FKorea.

d. Port facilities necessary for the logistic support all
UN forces in Korea,

e, Storage facilities, in the Chinhae area, for ammunition
and supplies for U.S. forces operating around Korea,
V. Republic of Korea Merchant Marine,

1. The Marine Transportation Branch of the United Nations Civil
Assistance Command in Korea is acting as the advisory group for the
Korean Merchant Marine, The U.S. Navy is assisting by providing
basic training in seamanship and engineering, This training is
being conducted at Yokosuka by our established Underway Training
Element,

2, The Korean Merchant Marine consists of about 40 ships
(including the 12 le.sed from the U.S,) with a cargo carrying
capacity of about 40,000 tons, All these ships are operated by the
Government Controlled Korea Shipping Corporation, The Government
owns 80%, private interests 20%; It is estimated that the right
kind of ships with a total capacity of from 40 to 50 thousand tons
would be capable of carrying all of Kerea's normal coastwise cargo
and 40 to 50% of her freign commerce. The ships they now have
approach the required carrying capacity but they are not of the
proper types., They are antiquated, inefficient and uneconomical
and are only being used because of the great neea for marine trans-
portation;

3. In October 1951 a U, S, Senate Joint Resolution was passed
authorizing transfer to the Government of the Republic of South Korea
up to 50 thousand tons of commercial ship»ing from the Department o
Cormerce. In February of this year the U. S. Maritime Administration
advised that they had ap-roximately 50 ships of the type desired
available in reserve in Gulf and East Crast ports, They estimated
the value of the ships, the cost of rcactivation and cost of deliver-

ing them to a Japanese port will total about $960,000 per ship,
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They stated further that there exists no legislative authority by
which the U, S, could sell, charter, loan or otherwise make available
this tyve vessel, but that such legislation is new pending in congress
to authorize such a sale, The bill has passed the senate and is now
in committee in the House of Representatives,

4. At present, Korea has an acute shortage of experienced
merchant marine persomnel and their training facilities are sadly
inadequate. To psrovide adeauate training there is a plan to build a
Merchant Marine fAcademy adjacent to the ROK Naval Academy at Chinhae
This plan provides for joint use facilities and for the ROV Navy to

assist in the training »f the Merchant Marine Cadets,
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Prepared by: LT. COL. PAUL H. CULIEN
Chief, Analysis &
Reports Division
G-5 (Civil Affairs)
3 April 1952

ECONOMIC CAPAEILITY OF THE ROK GOVERNMENT
TO SUPPORT AN ARMED FORCE
R I

My discussion on this subject will be covered in
the following order: first, pupulation; second, the
economic capability of the Republic of Korea (ROK) to
support an Armed Force; and third, the financial capa-
bility of the ROK to support an Armed Force,

I. POPULATION: The first and primary consider-
ation for an Armed Force is, of course, men for that
Armed Force., The population of South Korea is approx-
imately 22 million and it is estimated that of this
number at least 1,5 million men are of the required
age and physically fit for military service.

The latest logistical report from Eight U, S.
Army in Korea (EUSAK) states that the ROK Army (ROKA)
consists of approximately 320,000 men, In addition
there are 5,000 men in the Lir Force and approximately
25,000 in the Navy and Marines, making a total 350,000
men urder arms. In addition there is a national police
of 65.000., From the standpoint of manpower for an irmed
Force the ROK has no worry. Various estimates have been
made as to the nurber of men the ROK might make available
g£or service in the armed Forces. The highest figures sug-
gested was that by President Rhee about nine months ago when

he stated that South Korea had an additional 2-3 million

men that could be placed in the ROX Armed Forces, pro- -
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vided eguipment for such a force could be obtained
outside South Korea., This statement was primarily
made for political purposes, However, there is no
doubt that the ROK Armed Force could be increased
substantially if the only requirement is manpower,
Manpower alone is not enough. An /irmed Force must
be equipped, fed and paid. These call for resources,

IT, _ECONQMIC CAPABILITY OF THE ROK GOVERNMENT TO

’SUPPORT 4N ARMED FORCZ: In order to estimate the ec-

onomic capability of the ROK to support an Armed Force,
it is first necessary to review briefly certain ec-
onomic facts of South Korea,

a, Industrial Potential of South Korea—The

industrial potential of the ROK has already been covered,
however, it is worth repeating tinat the ROK has prac-—
tically no heavy industry. Korean industry has never
been self-sufficient, since her factories, mines and
industrial plants were merely links in a chain of pro-
duction plants which included Manchuria and Japan.
4lmost 85% of the heavy industry of Korea was located
in North Kérea and while a large part of the light in-
dustry is located in South Koréa, it was dependent on
North Korea for electric power, While some iron and
steel products are manufactured in South Korea, they
are mostly confined to agricultural equipment such as
plows, etc, There exists in South Korea n; automobile
industry, machine tool industry or other facilities
normally associated with the production of armament.
Accordingly, all of the heavy equipment necessary for
equipping an Armed Force must be imported, This means

that it must either be given to the ROK or the ROK must
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purchase 1t with scarde fobelgn exchange. South Korea
doew have some light industry, The most important

of which is textile manufacturing. However, the

damage done to this industry by the war has been ex-
tensive, Prior to the Communist invasion there were
seventeen cotton textile plants in South Korea, A

year later only four plants were in operation. At

the last reporting there were 70,000 spindles and

8,500 looms in operation, The textile industry can,

and is supporting the ROK Armed Force. However, pra-
ctically all raw materials for both the cotton and wool
industry have to be imported, A similar case is the
rubber industry. South Korea has facilities for man-
ufacturing bicycle tires and tubes, rice mill roliers
and the traditional Korean rubber shoes. In summary,

the industrial potential cof South Korea can contribute
little toward the support of an Armed Force, In terms
of equipment for an Armed Force about all the industry
of Korea cun do is process cotton amd wool into clothing
and equipment, manufacture rubber shoes, tires and tubes
for bicycles, ccoking pots, etc, !

b. Electric Power-—Prior to May 1948, approximately

55% of the electrical power used by South Korea came from
North Korea. The remainder was being supplied by steam
generation plants, hydroelectric plants and steam barges.,
The total even then was insufficient for South Korean
needs for industrial end economic rehabilitation., It is
now barely sufficient to keep the more important mines

and factories running. Certainly there is no excess
electrical power which would permit industrial expansion
of any degree. During January 1952 South Korea's daily

production was 64,100 KWH of electric power, of this 28%

0
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came from hyéroelectric plants 37% ftom steam generation
and 35 from power barges:

¢, Mining—-South Korea's mining is generally
limited to coal and tungsten, However, scattered
deposits of fluorspar, talc and kanlin also exist,
From the standpoint of supprorting an Armed Force the
importance of the mining segment of the Korean economy
lies in the foreign exbhange that the products from these
mines generate, Other than ccal none of them are used
to support the Armed Force,

d, Agriculture and Fishing——There is little doubt

that the ROK Government can fully supply the food require-
ments of an Armed Force, Historiczlly, Korea has been a
food surplus nation, During the period 1930-40 Korea ex-
ported over 1,000,000 metric tons of rice and pulses an-
nually, Most of this was produced in South Korea.. In
addition, several hundred thousand toné of fish were ex-
ported anmually. With imports ‘of fertilizer adequate
for optimum crop production and the rapid rehabilit-
ation of the fishing industry, South Korea shculd scon
be able to provide adequate foizdstuffs for the whole
population of which the army is a part, and possibly
permit sizeable exports., At present, exports of marine
products approximate $3 million annually and it is ex-
pected to approximate $10 million by the end of 1952,
Summed up, about all the ROK Government can supply
an irmed Force from its economic resources are: (1)
Food, (2) Pay, (3) Processing of individual clothing and
equipment, (4) Shelter and (5) Rail transportation. A4s
a matter of fact, these are the items that the ROK
Government is now supplying its Armed Force. Other items

including organizational equipment, ammunition and POL

L
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necegsary fob eqﬁipgihg fhe present ROK Armed Force

are being supplied by the United States,

ITI. FIN.NCIAL CAPABILITY OF THE ROK GOVERNMENT

TO_SUPPORT AN ARMED FORCE: Even thc the ROK Government
only supplies certain items to its Armed Force, there
is a 1limit from a financial standpoint to the Force it
can maintain, The ROK Armed Force, like that of any
other country, must be paid and logistically supported
by the Government it reprcsents from revenue accruing
to that Government, unless that Government receives
outside aid,

The Minister of Finance of Korea in a recent
speech to the Naticnal Assembly in defense of Budget
said that the budget for KFY 52 was approximately
¥ $93 billion (2pproximately $166 millior*), of which
appraximately A 577 billion (approximately $95 milliomt)
or 85% was for direct war expenditures. The W 577 bil~
lion covers expenditures for the Army, Navy, Air Force
and National Policc, Of this amount, the Army is to
receive Jf 389 billion (approximetely $65 million®*) and
the proposed strength of the .irmy for KFY 52 is 312,000,
This works o to a2 yearly cost per man of approximately
¥ 1,272,000,

4 study just concluded by G-5 indicates that it currently
costs the ROK Government W 1.6 million to maintzin one
man in the ROKi for one year. This study is based on
current prices and current pay scales and on the as-
sumption that the United States is supplying ammunition
organizational equipment, POL and raw materials which

the ROK processes into individual equipment, Of this

% Conversion rate W 6,000 tc $1.00

W UNCLASSIFIED




pigure (W 1.6 billien) approximately 42.9% is for
rations, 10.4% for pay, 21.1% fer processing individual
equipment, 1.2% for rail transportation, 1% for fuel

and 23,4% for administration, shelter and other costs.

The principal cost is for rations and this, of course
will fluctuate considerably from day to day with the
price of rige. |

Pay of personnsl in the ROKA is considered un-
realistic. The average pay of enlisted men is W 354
per day. While ihat of officers is W 1,370 per.Aay.
This is equivalent to six cents and 33 cents re-
spectively*. Fsy scales have not been revised since
the beginning of the war and during that time prices
have increased almost 800 percent. lack of adequate
pay has caused botih men and of ficers to engage in
activities not in keeping with an Armed Force, such
af using Army Transpbrtation to transport wood and
charceal for the civilian populacse.

The ROK Government claims that W 389 billion
is the maximum that can be allocated for the support
of its Army during ROK FY 852. 1If this is so it is
guite evident tha@ the ROZA cannot be maintained at
a strgngth of 312,000 as proposed. Based on current
costs, current pay scales and the U. S. absorbing costs
previously referred to, the W'389 billion will only
be §ufficient to maintain an Apmy of approximtely
240,000 men during ROK FY 52. However, it must be
remembered that inflation is likely to continue which
will have considerable effect on the ration component
which eonstitutes 42.9% of the total cost and that the

pay scale is entirely unrealistic.
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IF 4t is granted that # 389 billion is the total
that the ROK can allocate to the ROKA during ROK FY 52
and if it is further assumed that a realistic wage is
to be paid to both enlisted men and officers it is ex-
tremely doubtful that this amount could support an
Army in excess of 125,000, This is also based on the
assumption that the United States will contimue to
furnish all of the organizaticnal equipment, ammun-
ition, POL and raw materials for making individual
equipment,

A study of the ROK FY 52 budget is currently
being made to determine whether it reflects that the
maximum revemue that can be collected and whether
proposed expenditures are realistic., Pending the
campletion of this study no proper estimste can be
mace as to the maximum funds which the ROK Government .
can safely appropriate for its Armed Forces. However,
it is noted that the ROK Government appropriations for
the Army in ROK FY 1951 was W 230 billion for an army
of 312,000 men, while the proposed appropriatiosn fer
ROK FY 52 is ¥ 389 billion for the same size army,
an increase of approximately 60%, During the period
1 April 51 tc 31 March 52 it is estimated that prices

rose at lecast 200%,
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Prepared by: TILLIAN ¥, UNDZH 00D
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Txccutive
Government Division
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CIVIL TDUCATION IN SOUTH KOR:ia _
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INTRCDUCTION:

The rchabilitation of the ROX school system is essen-
tially a long-rangc program; howevor, therc are vital immed-
iate needs to furnish basic school requircments for over
3,000,000 children. The ROX Government is attompting to
rehabilitate a school system vhich has been disrupted and
virtually destroyed. CINCtNC's mission to prevent diseasc,
starvation and unrest among the civil popul~tion of South
Korea is the avenue of UNC responsibility in this matter.
The intcgration of the short-range (UNC) and long-range
(UNKRA) educationnl prograams in support of the ROK is in
sccordance with the !emorandum of Understanding, and is
actively under study in the UNC-UNKRA Joint Committees
in both Pusan and Tokyo. The delincation of reosponsibility
contemplates that initially UNERA will provide the teche
nically trained pursonnel as advisors under the duraticn cf
CG, BUSLK. In this manner, a continuity will be established
and the transition from phase one to phasc two will be fac—

ilitated,

CURRENT SITULTION:

Prior +o the communist invasion therc were 18,604 schools
in the school system of the Republic of Korea: 3,918 clemen—
tary schools; 544 middle schools; 289 high schools; 26 normal
schools and teachers! institutes; 4h colleges; 4 universitics;
18,761 civic schools; 10 tcchnicnl institutes; 2 blind and
deaf schools; and 5 higher nurscs training institutes, The

total enrollment for all schools was approximately 4,182,115,
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Due to the invasion only about 60% of the schools are presertly

operating, many of them in very temporary and emergency type
of classrooms,

Approximately £1% of all school equipment and instruc—
tional materials have been destroyed, including thousands
of textbooks and reference materials, desks, chairs, black-
boards, scientific equipment, teaching aids, and other basic
supplies. Over 33% of tie school buildings have been
completely destroyed and another 15% has been damaged to
such an extent that they are unsétisfactory for use by the
school children. 1In addition, many of the school buildings
still intact are being utilized to house refugees, troops,
and hospitals, Almost one-half of the school children are
attending classes in the open air, when weather permits, or
in very crude shelters, scme of which have no windows, or

roofs, and some of which have only three walls., About 27%

of the public and school libraries were complctely destroyed,.

Many of the industrial plants which foruerly manufac-—
tured equipment and supplics for the schools have been des-
troyed or badly damaged. Those that are still intact are
unable to get into full production due to critical short—
ages of raw materials.

During the Japanese occuvmation very few professional
leaders were trained among the Korean educators so that today
there is a dearth of qualified education administrators,
supervisors, research experts, and professors.

There has becen very little change in the curricula,
textbooks, and instructicnal methods employed in the schools
for the past 30 years. The patterns established by the
Japanese during their occupasion of the country are still
maintained, élthough educational patterns in Japan have

been revolutionized,

[
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Adult education, formerly provided on a very limited
basis in the citizens schools, is now al@ost entirely
cxtinct due to shortage of supplies, buildings, teachers,
books and finances.,

Paper and printing facilities are in such short supply
that less than 20% of thc textbock needs are being produced
in Korea.

A critical shortagc of teachers oxists, This is due
to several reasons: a lack of sufficient funds in the
cducation budget for hiring the number of teachers nseded;
the nccessity for re-training many tcazchers who continued
to teach while their schools were supervismed by the
communistsy the extremely low szlary paid to the tcachers
by the Government; the unsatisfactory physical conditions
in vhich the teachers must work,

No complete, accurate statistics are available on
illiteracy in Koreca., However, 33% of the young men between
the ages of 18 and 26 who were draft:d into the Republic of
Korcan ‘ray during last ycar were listed as illitorates.
There is probably a higher percentage of illiteracy among
the general population.

During the Japanesc occupation, vocational and tech~
nical cducation was grcatly ncglected, technicians' positions
having been held br Japanesc. In consequence, South Korca
is in dirc necd of technicians in all lines of industry.

The Minister of Education's proposed program to teach basic
technical skills ~—"a skill for cvery child"--has not made
much progress, for lack of funds,

Regular school attendance is estimated at approximately
60%. The Government has not found it possible to enforce
the compulsory attendance law. School facilities would not
be available were this done, with classes averaging around
70. Tuition fccs, averaging about 10,000 won per amonth,

keep many children out of school,

\»)

|INCLASSIFIED

TN




III.

1v.

B e B e s e oo » o SO

UNCLASSIFIED *

The expense of carrying on a war and providing the
necessities of life for war-sufferers, refugees, and displaced
persons has left few funds availzble in the national treasury
for education.

ASSISTANCE NO™ BEING GIVEN TO TH3Z EDUCATION SYSTEi:

UNCACK is presently assisting the ROK Government by
providing limited material and technical assistance on a
short term basis, Plans czll for the construction and
repair of approximately 5,200 cmergency type classrooms,
the construction of desks, chairs, and blackboards, and the
bringing in of paper, radios, and sound projectors in
small quantities,

UNESCO has contributed $100,000 to be used for the
purchase of printing equipment for printing the millions
of textbooks needed.

UNKRA is now formulating plans for supplying the school
system with $1,000,000 worth of scientific and technical
equipment, visual and audio aids, rsference books, and
textbook paper.

Various charitable organizations have been contrib-
uting clothing, food, and some school supplies such as paper
and pencils to the children and teachers.

The Committee for a Free asia has donated 1,000 tons
of newsprint to be used for the printing of elumentary
school tuextbooks,

EDUC.ATION,L NZEDS:

Phrsical Rchabilitation_of School Facilities. The

present program of the foreign agencies for the rehabil-
itation of school facilities and equipment should be aug-
mented and accelerated.

Teacher Training. The program for the training and

re-training of tecachers should include:

L
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a. The holding of training institutes at the
normal schools for the training of prefessors to train
teachers.,

b. An exchange program whercunder Korecan teachers
would bc sent to America, with all expenses paid, to observe
and study.

c. Hstablishment of textbook and curriculum
centers where teachers would have access to books, period—
icals, and exhibits to carry on professional study and
research.

d. Holding workshops at provincial and local
levels for teachers and principals,

Literacy Training. Schools should be cstablished

for teaching the approximate 5,000,000 illiterate adults
to read and write,

Technical Education., If Xorea is to become a self=-

sustaining nation, her peoplc must be given specialist
training in all aspects of industrial, socizl and govern—
mental management as well as in basic trades and skills,

To this end, the whole field of voecational and technical
education necds to be carefully studied by cxperts and
recommendations made 2s to improvement in curriculum
content and administration. Financial assistance to supply
equipment is needed.

Fundamental fEducation. Horzans in general, particularly

in rural areas, have less than a fourth grade education.
The need, thercfore, for educating the people at the grass
roots in basic fundamentals is urgent, Especially do
farmers, who represent approximately 80% of the population,
need to know the basic farming facts and how to use basic
farming skills, in order that farm production may be
increased toward the maximum, For cxample, =gg production

in Korea is 70 - 80 eggs per hen per year; although the
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importation of breeding stock may be ne¢eésary to raise

this average to a desirable level, training in the care and
feeding of poultry would no doubt increase production
considerably. The same nced exists for information in rcgard
to such matters as personal and public health and cleanliness,
public safety, child care, home crafts, and procedures for
effecting and carrying forward organizations, such és farm
cooperatives and parent-tcacher associations.

Curriculum and Textbook Revision., If the school system

is to serve as an effective tool in the rehabilitation and
future development of Korca as an independent and self-
sustaining nation capablc of cooperating with the other
peaceful nations of the world thoen the entire school
curriculzs from the elementary school through the university
must be revised., A revision of curricula will nocessittte
a rovision of textbooks.

Txpert ssistance Peguired. There is need for top-

flight spccinlists to come to Xorea to analyze educational
problems and work out practical solutions, since nonc of the
foreign agencies working in this area has such spccialists
in sufficicnt numbors to do the job reguired.

Financial /ssistance., The meeting of the nceds mentioned

above will cell for a greater outlay of monecy than the ROK
Government is able to supply.

CINCUNC RISPONSIBILITY:

CINCUNC responsibility in this ficld is two-fold; first,
to help the Koreans help themsclves by furnishing the materials
and supplics with which it will be possible to construct or
rchabilitate and furnish school classrooms only to the extent
of reestablishing basic minimum tcaching conditions as a means
of preventing unrcst among the civil population. Secondly,
to coordinate during the military phase onc the activities

6
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of other UN agencies (UNKRA, UNESCO, UINICEF, etc) and outside
agencics such as the Committce for a Free Asia, Ford Found-

ation, Junior fAmcrican Red Cross, ctc who want to contribute
to the immediate short term nceds, or assist in planning for
the long-range program (UNKRA responsibility) of raising the

educational standards of South Korea to a satisfactory level.
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Prepared by: DR. ALBERT FNIGHT
Medical Section
GHQ, UNC
9 april 1982

SUMMARY OF THE PUBLIC HEALTH aliD
WELFARE SECTION'S ACTIVITIES IN KOREA

K ok ok ok ok Kk %k sk ok k %k Xk k %k *kx k ) Xk X

Under the leadership of Brig. Gen. C. F. Sams, the
Public Health and Welfare, United Nations Cormand, Field
Orzanization in Korea, was created during the summer of
1950. This organization consisted of a ¥ational Team and
two Provincial Teams, the personnel of which was selected
from the staff of the Public Health and Welfare Section of
General Headquerters, United Nations Commend. These teams
were detailed to Korea and attached to Headquarters, Eighth
arry for lozistic support, with the two provincial teams
located in Taegu and Pusan areas, Thelr mission was to
esteblish a civilian relief program in order to prevent
disease and unrest., Fundarental plans had been made before
the teams proceeded to Korea, and these were arended as
the conditions in the field required. In October, 1950,
the two provincial teams were withdrawn and the work passed
into the hands of teems composed of members of the United
Nations Korean Reconstruction agency. On 1 October 1050,
the Fublic Health and Welfare Field Organization Headgquarters
rnoved to Seoul to establish a closer liaison with the Republic
of Korea Government for coordination in activities and policies,
at that time, the personnel recruited by the United Nations
began to arrive, along wita the personnel which formed the
provincial teams and field orgenizatiop. This personnel was
integrated into the organization and was also used to establish
two new teams in .Seoul and the Kyonz Gi Do areas. This orzan-
ization continued until the end of October 1970, when the
responsibility for the program was delegated to the Eighth

United States army in Korea, and a Civil Affairs Section was
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established in the Eighth aArmy Headquarters. On 30 October
1950, General Order No. 145, Headquarters Eishth United States
Army Koree established the Civil issistance Comrmand in Korea.
" This command absorbed all the United Nations recruited person-
nel from the Public Health and Welfare Field Orcanization, end
they continued to function as members of the national and pro-
vincial level teams. This personnel was augmented by assigned
nilitary personnel as they became available.

In the late summer and early fall of 1950, there was a
nuge refugee population drivern into the southern portion of
South Koreca, with marked concentration in the Taegu and Pusan
areas. This nigration resulted in a high concentration of
refugees in camps ranging in number from five thousand to
several hundred people, With the beginning of the migrations
in august, the Koreasn Government had realized the denger of
such concentrations and had vaccinated with smallpox vaccine
most of the refugees &s they moved southward. This population
movenent greatly increased the medical problems in South Korea,

During the initial period of extensive military activity,
the chief health problem was the prevention of epidenics among
the refugees in the crowded areas and the provision of medical
care in the numerous camps, which care, of necessity, had to
be of an emergency:mature. The problems were difficult to
solve because of several factors:

1. There were large aggregations of temporarv refugees
without adequate facilities for bathing and laundering; sani-~
tary preparation of food stuffs; pure drinking water; and ade—
quate treatment of disease and injury.

2. Military requirements (Korean) competed with civilian
needs and this situation was made acute by:

(a) Confiscation of wholesale stocks of drugs and

dressings for army use.
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(b) Preemption of hospitals and public buildings for
care of the military wounded.
(¢) Drafting of doctors for the armed forces.

3, The national health authority was disorganized by
changes in location and depletion of its staff, without cover-
agze for the phases of activity for which the personnel were
absent,

4, There was a lack of prompt action upon the part of the
national health officials to respond to the problems which pre-
sented themselves. This wes evident from a failure to maintain
investigations of certain communicable diseases in areas where
smallpox and typhoid had been located among refugee groups; the
failure to provide adequate medicel care in refugee camps by
supplying assigned personnel with drugs and dressings; and the
absence of plans for effective distribution of drugs and other
medical supplies which were still available.

5. The confused attitudes of the national end loeal
authorities with trexendously increased responsibilities and
practically no local rescurces (budzetary and personnel, as well
as supply) with which to fulfill these responsibilities.

During the nonths of September and October 1950, it was
impossible to enter the western provinces of the Chollas because
of guerilla activities so no real determination of the conditions
there could be obtained, but from certain reports from native
doctors and missionaries who had been able to get through the
lines to Pusan, the conditions there were extremely acute and
except for the supplies which men were able to carry into these
areas on their backs, it was impossible, at that time, to re-
lieve the conditions there, The hospitals had been stripped of
all their supplies and instruments, some of the nurses and
doctors had been kidnapped and taken along northward with the
retreat of the North Korean forces, and the guerilla activities
made it impossible to get supplies across to peninsula to these

provinces during that early autumn.
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In July 1950, scattered cases of smallpox were reported
end a million doses of smallpox vaccine was utilized in July
and August. This was used in Taegu and Pusan areas srong the
civilien and refuzee population, with the result that these
diseases dld not occur in these congested areas. During Sepw
tember, six cases of smallpox did appear in a zroup of infants
under three months, none of which had been vaccinated, with
the result that a program was inaugurated to revaccinate all
individusls residing in the "Pusan perimeter" against smallvnox,
typhus, typhoid and cholera, When all South Korea was opened
for occupation by the indigenous population in October 1950,
all major population areas, including Seoul, were added to the
progran,

Diseaée incidence was relatively low during the surmer of
1950 and-did not appear tc increase to any extent by the retumn
of the refugees %o their homes in Oectober and Noverber. The
majority of these refugees had been irmunized against smallpox,
typhus and typhoid durinz their stay in the camps, and the
scattered cases of smalljox and typhus, even during the nonths
of December and January, did not total over 100 cases weekly.

Imrunization teams were set up and had been at work con-
tinuwously to complete immunizations in the southern areas, im-
runizinz all refugees, and carrying the program northward as
additional areas of invaded territory became accessible. as
the refugees were permitted to return northward, irmunization
stations were established on all mein roads and checks were
made to avoid the transmission of typhus, smallpox and typhoid
to the unprotected northern areas, as much as possible. as of
25 June 1951, 50% of the entire population of South Korea had
received imrunizations against smallpox, typhus and typhoid,
and in the port cities and also in the northern zone of South

Korea inoculations against cholera were performed.
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During later pericds of the year 1951, the initial problems
were expanded in scope with the assumption of control over larger
areas in which extensive destruction hadlbccurred to public utili-
ties, hospitals, and to housing; with the inclusion of refugees,

among whom additional commmunicable diseases were found to te

" present; and with increased susceptibility to epldemics due to

reduced vitality, deterioration of sanitation, end seasonal
factors. However, the extemsive evacuations from the borderline
provinces, in Jénuary 1951, brought smallpox and typhus into many
new areas of South Korea and scattered it among the people most
vulnerable to these infecticns, who had not rermoved from their
home locetions. The weekly incidence of smallpox rose to over
2,000 cases weekly in March and remained at that level through-
nut the following three months., Typhus cases rose from one to
two thousend cases weekly, end typhoid to 2s high as 4,000 cases
weekly. The distribution of these diseases was not uniform.

The incidence in the southem provinces, particularly thosé
within the 0ld perimeter area, was never as high apd responded
quickly to control measures. It was in this area that immuni-
zations were nost complete and health conditions most stable,

In the three nost northern provinces of Xyong~gi Do, Kane Won Do,
and Chung Chang Pukto, which contained only one-third of the
population of South Korea, there occurred during the first six
months of 1951 four-fifths of the smallyuox, four-fifths of the
tyrhus, and six-sevenths of the typhoid reported for Korea below
the 38th parallel,

Combined with the immnization program, was the equally
imgortant program of sanitation activities, directed toward
improvgment of sources of water supply and waste disposal in
the refugee camps, and the DDT Dusting of refugees at check points
along the road and witain the camps themselves, Because of the
unprotected wells, and the very bvad environmental senitatisn in
the camps, a 2% to 10% rate of intestinal diseases occurred in

these locations. There was also the inability to provide
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adequate measures for the proper preparation of fdods with the
resultant gastro-intestinal distrubances. The chlorination of
all wells and improvement in waste disposal resulted in improve-
ment in these conditions. With the return of the refugees to
their own villages, special efforts were directed to the rapid
rehabilitation of essential npublic health and sanitary services,
The low disease rates in the auturmn and early winter attest to
the success of these efforts., No serious outbreaks of disease
occurred until subsequent to the Wonsan evacuation when large
numbers of non-immunized and insufficiently disinfested refugees
were transferred to various locations in the southern provinces.
Beginning in December 1950, smallpox was reported in scattered
outbreaks throughout Southern Korea, in the maral areas, among
those residents who had not been protected by the immunizations
ziven to the urban and the refugee groups. These outbreaks be-
came widespread throughout January end February 1951 end con-
tinued to spread throughout the spring months in those provinces
bordering along the 38th parzllel, where effective procrams
could not be done due to enemy occupency and active military
operations. Toward the end of February 1951, reports of typhus
outbreaks were received, and, amongs the provinces along the 38th
parallel, widespread epidenics of typhus were found to have
occurred. By the end of September, 1951, only scattered areas
were reported but the totals from 1 January 1951 to September
1951 reached 32,000 cases of tyﬁhus and 47,000 cases éf smallrox,
along with 88,000 cases of typhoid fever.

In the early part of the refugee population migration, the
rnedical care for this zroup was supplied by teams composed of a
Korean doctor, nurse and helper, working according to the assign-
ments. Hospital care was theoretically availabie to refugees
through government payment of fees in private hospitals but was
little used, due to the lack of hospital space and the absence

of physicians,
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By Septemter 1950, practically all hospital facilities in
South Korea which were not lost to the enemy had been taken over
by the Koreen military or police forces. Civilian wounded were
given tenporary care in the military hospltals. Some private
hospitals were still operating but most of them had been closed
because the physicians had left for military service or the
hospitals hed been taken.over as private refugee housing. Refu-
gee doctors and those remaining in private practice were assiened
by the Korean national or provincial governments to medical teams
who provided limited dispensary service, dependent upon the per-
manency or temporary residence of the physician in charge, in
the refugee canps or a collection of camps, Public hospitals
were later recovered and re—established with equipment and sup—
plies furnished by the United Nations wherever this was necessary
due to destruction or loss. The limited facilities far hospital
care of civilians was further strained by the numbers of burned
or injured civilian casualties evacuated from the areas in which
there was nilitary activity.

In the early part of the program, medical supplies were
limited to the small amounts which could be brought in through
Econonic Cooperation administration channels, Because the
hospitals in recovered territory were found damaged and ﬁsually
striuped of both supplies and equipment, medical supplies for
civilian hospitals and other institutions were furnished through
the Basic Medical Units, made up of guantities of commonly used
medical items in quantitles required for the use of 100,000

persons for one month., This basic medical unit is a convenience
fay oetimating requirements in procurement, allocation and dis-

tribution. 4 hospital unit was also furnished on a 40 bed basis
to replace equipment for the existing hospitals or to equlp new
nospitals where required for civilian care. This unit is arrange(
so that a breakdown can be effected to supply ten medical teams

for a month. The return tn use of the civilian hospitals was
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made possitle through the air-1ift of medical suiplies and
hospitals units during the months of the asutumn of 1950. Thais
material was supplied to public hespitals and dispensaries
without charge.

There were no laboratories in any nf the hospitals nor was
there any satisfactory laboratory in which biolosics could be
prepered. Plans were made for the establishment of one national
laboratory, in which technical training could be carrisd out,
and eight provincial laboratories, with an additionel four in
hospital centers in larze urban areas. In the hosplital units
there were laboratory supplies, so that a simpls form of lebora-
tory could be set ﬁp.until the larzer ones could ve established,
During the sumner of 1951, Dr. von Faznus, from Denmark, of the
United Nations Korean Recnnstruction agency, was attached to
United Nations Civil assistance Comrand in Korea and assie®ed .-
in the planning of the laboratories and the training »f the
personnel, before his return to Denmark in December 1951.

The private physicians were sugplied in very limited amounts
of medical supplies by the sale »f such supplies which were in
excess c¢f that required for the direct relief program, &nd the
profits from such sales were placed in a specizl relief fund for
defrayines local expenses »f aprroved relief projects.

It rust be realized that, »f necessity, conditions under
which medical care was given had to te, often, of a definite
prinitive nature., However, the Korean populetion responded to
the necessity and with the continuing supplies of essential
medications the medical end hospital personnel have the neces-
sary hardships with marked courace.

In the fiscal year 1951-1952, the wrogzrams continued to
carry on the work which had been begun in the previous late
surmer and auturm. &n increasing number of hospitals and dis—
pensaries received the necessary medical sugplies and, while

the zoal set was not reached completel much advance was made.
L ’

UNCLASSIFIED



_&_&wﬁ UNCLASSIFIED *

Vaccines were supplied for the immunization of 30% to 50% of
the population against the more common contagious diseases,
such as smallpox, typhus and typhoid fever, 2nd penicillin
and streptomycin as well as para-enino-sallcylic acid were
introduced into the list of available drugs. A& survey of the
tuberculosis situation was made and the leprosy problem was
placed on the list for study.

The problem of tuberculosis is extremely difficult be-
cause of various factorsswhich make it impossible to determine
the extent of the condition. Diagnostic aid, by means of she
laboratory =nd x-ray, available physicians to carry oud% the
necessary examninations, nurses to cérry on the follow—up work
should such cases be loceted, and, more imgortant, the laek
nf trained personnel in this particular field mekes the problenm,
at the present moment, & very serious one. To this is added
lack of facilities to bring the necessary health education to

the irmmediate attention of the population through the various

- educational channels, includinz the schools. Figures have been

obtained concerning the rorbtidity and mortality rates of
tuberculosis in Korea, from the Korean authorities, but they,-
themselves, state frankly that the figures are not degpendable,

However, certain figures for certain ase groups have been

‘obtained and indicate a very high rate of exposure, Beginning

in January 1952, under the leadership of Dr. Elise Truelson,

of the United Nations Korean Reconstruction agency,greup, who

is now attached to United Nations Civil Assistance Command in
Korea, a progran of tuberculin testinz of all children in the
orphanages and in the primary schools (those from 6 to 14 years’
of age), has been begun, and the vaccination with BCG vaccine
of 2l children who have negative tuberculin reactions. In the
118,556 children tested so far in Seoul and Pusan areas, it was
found that approximately 50% of the children had been exrosed

to tuberculosis and acquired an infection, For the hospital
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care of active cases of tuberculosis, there are approximately
a2 thousand beds available. However, until trained personnel
are available to adequately conduct such programs, of early
case-finding, early diagnosis end early hospitelization, with
the application of the modern methods of treatment, it is un—
wise to establish such institutions. Therefore, it is best %o
concentrate all efforts on the preventive method —— which is
realy the only one which can be applied at the present time —
the use of the BCG vaccination.

Leprosy also is a very important problem. However, due
to the fact that leprosy is far from beinz the sreat danger
that tuberculosis is known to be and requires a long and in-
timate contect before infection occurs, it is “elt that too
rmuch attention has been given to the care of this condition in
contrast to the care ziven tuberculosis. Ficures concerning
the prevalence of legprosy are lso uhdependable, but the
Koreans insist that the condition is endemic in South Korea
and is much less frequent in occurrence in the northern part
of the country. Figures as high as one case in every four
hundrea of the population in the south have been quoted. In
this present fiscal year, promin and diazone have been intro-
duced for the treatment of this condition in the governmental
institutions in Pusan, Taecu and in the Inchon areas.

For the fiscal year 1953, it is estimeted that the number
of persons receivinc relief medical care will be aprroximately
the sarme as in the fiscal year 1952. Where it has been possible
to provide protection by immunization it should regquire de—
creased quantities of specific remedies for treatment; however,
in the more chronic conditions, the requirements will be in-
creased as additional numbers of patients are brdught into
sultable institutions where treatment will bve provided and
the gradual expansion of facilities make possible the active
treatment of communicable diseases. The incidence of tubercu—-

losis, leprosy and venereal diseases are expected to continue
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to increase until general conditions improve and greater pre-
ventive measures are carried out,

It has been planned for the fiscal year 1953, that a con-
tinuation of the relief medical care project, furnishing sup-
rlies to the hospitals and dispensaries will be in operation.
The preventive medicine project provides for the continuation
of vaccines for all immunizations, which should, however, be
reduced due to the coverage of the current program and the
need only for the booster doses in the future. The tubercu-
losis, leprosy and venereal disease controls which have just
been begun are to be expanded.

aAs a matter of interest the extensive immunization pro-
grams conducted in Korea since the beginning of hostilities
have been successful in preventing epidemics. The quantities
of vaccines sugplied are imgressive, and indicate the scope
of the programs. Tor protection against smallpox, 35,000
doses have been supplied; typhus vaccine, 29,000 cc; typhoid
vaccine, almost 34,000,000 cc; cholera vaccine, &,000,000 cc.
Although not used in the initiel phase'of the relief program,
diphtheria toxoid and BCG vaccine are now being supplied to
protect children agesinst diphtheria and tuberculosis infections.

In the program in this fiscal year, 1951-52, other &roups
of the United Nations Command have played active parts.  Splendid
work was done by the Swedish hospital units with their develop-
nent of wards for civilian and refusee care in those areas in
Pusan, The staff of the Danish hospital ship, Jutlandis, made
available one deck for civilian care, and the intensive work
of Dr. Elise Truelson in the BCG program for control of tubercu-
losis, the activities in organization by the Danish nurses of
the hospitalssia Taesu and Seoul, together with*the efforts in
establishin< laboratories by Dr. Von Masnus, Miss Henson and
Nr. Spanzfort are outstanding. The Indian Field Hospital
staffed professionally one of the hospitals in Taegu under the

L EE :
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able supervision of Maj. Banerjia. The Italian Red Cross

hospital unit established a hospital for civilians in the

Seoul aree dénd is doing most coopersztive and superior work, ?
at the present time the merters of the PHZW Division of the

ledical Section »f JLC and UNC are acting only in an advisory

capacity.

ENVIZONEENTAL SallITATION

Conditions in Korea resulting from the ravaces of war
and from the ebb end flow of displaced persons, presented
four major envioronmental sanitation problems of emergency
end continuing natures, namely: restoration of adequate and
safe water supplies for refuzees in carmps and elsewhere, and
for the populace of cities, towns and villaces; institution
of proper methoCs of humen weste disposal, particﬁlarly in
refugee concentrations, crowded areas, and in devasted citles;
institution of proger means of =arbaze disposal in sinilar
locations and the institution of procedures for the prevention
anc control of onmi-present insect-borne diseases including
tryhus fever, relapsing fever, typhoid fever (fly-torne in
pert), dysenterv (fly-borne in part), malaria and Japanese B
encephalitis,

In the early phases of the operation the nroblems presented,
serious as they eppeeared to be, were limited to the boundsries
of the Pusan perimeter, in which refugees and other displaced
persons were concentrated and where little or ﬁo depmacze had re-
sulted as a direct effect of the war. Until the agnarent
crumbling of the Iorth Korean Forces transpired in late Sep—
tember of 1950 UN sanitetion officials were enable to orient

public health and sanitation officials at all levels of admin-

istration of the governrent of the Republic of Korea as to the

policies and plans of the United Nations Cormand in the pre-

ventinn of disease and unrest among the c¢ivilian population.

,;EKQ Crkﬁ:?f -
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With the cocperation of these ROK officials a survey of the
imrediate emergency situations existing within the confines

of the perimeter were made. Based on the information thus
gained, estimates of sanitation supplies and equipment needed
to cope with these problems were prepared and the machinery

for procurement, ship;ing and distribution of supplies and
equipment was put into operation. In the meantine while
awaiting the first shipments, available materials left by

ECa were utilized in the program. However, before such
materials could be used most effectively, short training
courses were conducted for the benefit of refugee camp
directors, leaders of family sgroups within the camps, local
(city and townsanitation officials, gun chiefs, provincial

and Ministry of Health officials, These courses included
lectures, demonstrations and practical use of sanitation
vechniques found to be most effective in other countries

under circumstances not too unlike those found in Korea.

These training courses were planned to be of & "rushrooning"
nature, in that thoee groups receiving initial instruction
were, upon returning to their camp or comrmunity, requested to
hold similar courses for benefit of others who would eventually
be involved in and resgonsible for the institution of sanitation
practices designed to prevent the occurrence andfor the further
spread of diseases resulting directly or indirectly from a low
standard of sanitation.

The interim of time before the breadthrough of US Forces
also allowed for future planning of the sanitation campaiem.
Based upon available information and data obtained from every
conceivable source, plans were formulated for the second phase
of the program., Estimetes of emergency supplies and equipment
were made from all of the provinces of Korea both north and

south of the 38th parallel. Plans similer to those used within
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the Pusan perimeter were aesigned to be used in all areas coring
unéer future ROK control. Many of the officials trained in the
original short courses were to bte used in key positions as the
campaian extended into new areas,

The intensive efforts of UN sanitation personnel in co-
operation with ROK sanitation and health officials without doubt
prevented the outbreak of comrminicable disease in serious epi-
demic proportiens. within the orisinal perimeter areas, and un-
questionably was a great factor in the prevention of widespread
infection among the c¢ivil population as the North Korean armed
forces gzave way before United Nations pressure. During the time
spent within the Pusan perimeter still further planning for
sanitation activities in accordance with the general United
Nations program was conceived with the preparation of two dea
tailed menuals covering the general sanitation proeram. These
manuals were designed to serve as a guide for incoming United
Nations sanitation personnel, some of whon were to replace the
original group while others were to serve on preconceived city
and provincial UN Civil assistance Teams. Copies of these
ranuals were eventuzlly distributed to all UN Civil Assistance
Teams and to meny ROK government officials for greater coordina-—
tion of effort,

Zarly operations within the perimeter area were centered
in the large refugee carps. "Camp sanitation details" were
orgenized from among the refugees and were made responsible
for policing of grounds, cleanine of wells, chlorinetion of
water su.plies (wells), zivine instructions to refugees on camp
sanitation as a safezuard of health and for more comfortahble
living. Volunteer teams were also utilized in the intensive
DDT dusting prozrem against humen infesting lice and fleass,
carriers of typhus and relapsing fevers. Sanitary Teams were

organized in the larger cities and in towns and villages under
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the supervision and direction of local ROK health and sani-
tation officials. These teams of approximately six persons
performed similar duties as the "Camp Sanitation Details"
except on a larger and wider scale,

Fortunately, with the exception of three slightly damaged
water plants in Kyong Song Pukto, northern province of the
original perimeter, all other plants in this area remained in-
tact and normal supplies of water from rmunicipal systems were
available. 4s far as water supplies were concerned the great—
est problem was within the large refugee camps and in the
small camps along rivers and streams. Within the camp wells
weré cleaned and chlorinated at regular intervals and people
were cautioned to beil ell water drawn for drinking purposes.
Likewise similar information was disseminated to small groups
of refuzees who obtained their water directly from flowing
streams or improvized wells.

Overcrowded conditions plus the laxity and carelessness,
possitly lznorance, of the averase refugee in personal habits
produced a human waste disposal problem of potentially serious
consequences. latrines were established in all the larce
refugee camps and people were instructed to use such places
rather than resort to the promiscuous defecation in any con-
venient spot as was cormmonly the practice. Such latrines were
ermptied at intervals through cooperation of city officiels or
private contractors. Camp sanitation details applied chloride
of 1lime and IDT solution to prevent fly breeding. In the cities
inhabitants were urged to use the public latrines and the
health officials were likewise urged to keep such latrines in
a sanitary condition and to construct new ones to replace those
destroyed by war action.

With the approach of colder weather the most serious pro-

tlem facing UN and ROK sanitation officials was the threat of
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louse and flea~borne typhus fevers. Great effort wes expended
in this program to do all that was possible to thwart the ap~
pearance and/or the spread of these diseases. 4n atterpt was
made to dust all refugees with 5% DDT powder, wherever they
could be found, before the expected break-throush of the UN
armed forces occurred. &ll credit rust be given to those who
actively participated in this gigentic tesk which resulted in
the application of DDT dust to practically all of the refugees
living in the various refugee camps within the perimeter just
before the break-through occurred. EKoad block dusting stations
were set up along routes of travel as an added precaution and
countless others were processed in such stations as the break
through happened and refugees poured out of the perimeter in
all directions enroute to their former homes.

With the recapture of Seoul znd the transference of UN
headquarters to that city, a new phase of the sanitation pro-
zran began. as in the Pusan perirmeter area, the problems re-
mained the same but on an expsnded scale and over wider areas.
Intensive typhus control procedures were placed into effect
almost immediately in Seoul dbut was early handicanned by lack

nf adequate supplies, However the work done throuzh careful

-use of available surplies in the known typhus "hot-spots",

temporarily at least, forestalled the appearance of tyrphus
fever in serious epidemic proportions.

although the control of typhus fever occupied the great-
est amount of the attention of the sanitation officers, other
aspects of the szeneral sanitation program were not forgotten.
With the advent of warmer weather in the spring of 1951 atten-
tion was diverted to some extent to fly and mosquito control,
but with continusnce of louse control, especially in view of
the incidence of typghus fever in Korea which usually extends

well into the summer months, and in view of the discovery of
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strotne of eoperentdy DDT rosistent lles., More attention was

algo devoted to surveys of all water systems in South Korea
snd observations noted on extent of damace (if any); estimates
of necessary materials and equipment were made, end distribution
of such materials was effected.

Training courses (Spring and Fell) were planned and con—
ductéd by UNC Sanitation personnel at national level for the
benefit of provincial end city UN Civil Assistance Teams.
Similar courses were conducted in cooperation with ROK govern—
nent officials for the benefit of provincial, city and locel
sanitation personnel. These courses included lectures, demon—
strations, and training films on subjects includine: rodent
control, water plant chlorine and laboratory requirerents,
insect control, DDT ap,.lication demonstrations and priorities
of DDT use, national senitation oreanization, sanitetion sup-
plies and equipment, pheses of a yearly sanitation program and
public health education.

A great deal of effort on the part of UN sanitation
officials, in ccoperation with their counterparts in the ROK
sovernrient has resulted in the establishment »f a2 sound, ex~
pertly planned, well conducted, highly successful environmental

sanitation program in Korea,
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Preparcd by: MR, IRWIN H. M.RKUSOL
Medical Section
GHQ, UNC
9 April 1652
PUBLIC VELFoRE /ND RiFUGEES
Because of limitation of time for this orientaticn, I
am gcing to assume that you gcontlemen arc aware of the early
stages in the planning for a civilian relief and meiical care
progran for Korea, Suffice it to say that when the inter-
national political situaticn dictated thot the Security Council
designate the United States Government as its agent for the
establishment of such & rrogram, Public Health and Welfare
Section of General HacArthur's headquarters had becn uncfficially

a

deeply involved in initial planning, then undor the dircetion
of a reprcsbnt tive of the United Notiens, On 2 September

1950, our rel~tionship became official upon designaticn of the

Secticn as a United Nations Commenl Staff Section with responsi-

bility for estrblishing a Fi:ld Organization in Korea to survey

the prcblem and to establish o propram to prevent :liscase, starvo-

ticn and unrest among the civil population. On 5 September,

Gen Crawfcrd F. Sams, then Chicf of the Section, and four of his
staff arrived in Korea, reported to headquarters, established
contact with the dmerican Embassy and with the Korcan Government.
This staff became the National Level Public Health and Welfare
Organization Team. 4 few days later, three additicnal staff
members arrived to become the nucleus of two local level tceams
est~blished in the only provinces then under, or partially uncer
the protection of the United Nations armed forces,

Members of the National Team staff became joint members of
the Central Relief Committec estnblished by the Kore=an Government
for planning and relief cllocations purposes and composed of
concerned Cabinet Ministers and other high government representa-
tives, It is obvious that the limited Public Health and Welfarc

staff could not become operaticnal, nor was such a procedure
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contemplated, We knew then, as we still know, that the
Korcan Government must furnish the manpower required to carry
out the program, We insisted, also, that the requir:d opera-
tional progrom be kept within the normal cstoblishment of
government ﬁnd that no super agency be developed for this
purposc, Our job, as we saw it, was:

a. To <etcermine need for outside assistance and to
rcequest that assistance throush channels;

b. To devise rprograms in the fields of civilian
relicf, medical carc, and public health protective services,
which would answer the scricus and growing need and yet would
be within the rcalm cf possibility for the shattered Korcan

Government;

c. To offer our professional knowledge and skills in
training rcguired personncl,
Our first task was to survey the entire arcas under United
Naticns contrsl — the Pusan-Taegu perimeter — to determine ac-
curacy of Republic of Korea government reports indicating that

pg

there were at least throe-and-a~half millien (3,500,000)
refugezs who had retreated with the United Nations armed forces,
Cur survey covered the arca and included trips into the actual
combat zone in corder thot we might judge damage to housing and

reported lossces of personal effects and household cquipment,

Through the survey we determined that there were approximately

three hundred and fifty thousand (350,000) refugees, generally
camped in the open, who were in nged of immediate health and
welfare services, By 11 September the first request for food,
blankets and clothing were radioced to headquarters in Tokyo.
lledicel and sanitaticn supplics were already in by airlift,

As Chief of Welfare Section my next dutics were to devise
a program for the eventual distribution of relief supplics —-—-
none of which could become available for several wecks —— and to

supervise local Public Health and ™elfare officers in

Stret— UNCLASSIFIED

e T T L T S TR e e e

Ed




UNCLASSIFIED

-~ !

their work of assisting provincial gevernors and other officials
in teking carc of the refugee population,

To aveid the usual criticism of international relicef
programs, I was determincd thet leakage or pilfering must be
held to a minimum, that adequete cccounting must be an integral
part of the program, th-t relicf items must go to the peonle

&

vho needed them, anid thot the recipients must sign o receipt

)

for goods received, with the possible excepticn of emergency
issucs,

The Welfare Officer!s lanual of Operzticn written at that
time covering the program has twice been revised, but the basic
program has stcod the test cof eighteen (18) mcnths of cperation.
Our program in Korea, I am satisfied, from pursonal observation
and hundreds of reports, is onc of the cleanest naticnal disaster
programs ever devised, I am, as you can guess, proud of the
program, proud of the welfore officers who have continued to
make it work, and proul of the Korcans, from central governmont
to smollest villa-e, without whose honest cfforts and assistance
no program could succeel,

Rolief items roceive? in Korea can be traced by donorts
name or by item through the Ceptral Relief Committee allocation
to the provincial governor and on down through the gun, myon
levels of government, whore final reccerds are kept and where o
signed roeceipt is on recerd from the recipient, or end user,
These receipts have been checkued in hundreds of cases and actual
visits have been made to the persons whe have received relief
items., There have buen fuw cascs in which the end user has not
been able to produce the itcem issued to him, The local committees
at each levcel who make allocations serve the dual purpose of
checking on official action, since they arc composcd of both
citizens and government officials, and of providing a local
health and welfare planning group interested in the health,

welfarc and rchabilitation of the area concerned.
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During the succeeding weeks, while the above program

was being devised and while the Korean Government was working

with us in devising crdiers and forms for the implementation

of the »nregram, the first of

the United Nations recruited

welfare officers begen to arrive, These men were oricnted,

given copie¢s of the manuel, and assigned te provincial teams.

The "breakout" from the Pusan~Taegu perimeter coupled with the

Inchon landing had resulted i

n the long push intc North Korea,.

The Korean Government and the N ational Level Public Health and

Welfare Tcam had moved to Scoul, It had been possible, by

early Octcber, to generally survey the cntirety of Scuth Korea

and to detcermine that there were approximately one million nine

hundred thousand (1,900,000)

that aporoximately two hunlred and fifty thousand (250,000) homes

had been severcly damaged or
quircments had been requested
of building m~terials ha? bec
items, with the excepticn of
in Korca during the time the
Organization was active. By

of the organization had been

responsibility was turnced cve

Eighth army, which shcortly ac
Assistance Command as the ope
program, ALl of the members
this headquarters and have re

ance to lower echclons in the

rcefugees and war sufferers, and

destroyed, Additicnel relief re-

and the first of a serics of orders

n sent tc headquarters, No relief
rice and medical supplies, arrived

Public Henlth an?t Welfare Fizld

29 October, the initial responsibility

completed, and on that Zate the

r to Civil &issistance Section of
tivated the United Nations Civil
rational unit for continuing the
of the original group remain in
spensibility for advice and guid-

ir respective technical fields,

I would be remiss in my responsibility to Civil Affairs

Section and to United Nations

Civil Assistonce Commanc in Korea

if I were to lcave you with the impressicn that the welfare

efficers have been limited to

relief program.

supervising the operations of the
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Both Mr., Thomas L, Metsker, present Chief of Welfare
Section, Unitcd Notions Civil issistence Commsand in Korea, a
former staff memb:r of mine here in Japan, and myself are ex-
perienced, trained social welfare administrators who believe
sincerely in the principle that the worth of a welfare officer
can be measured by the spezd and intelligence he uses to work
himsclf out of a job., We believe in rehcbilitation rather tha
rclicf, Yle arc in accord with sale of relief items to those
who can pay for them, “Je believe that dollars spent for relief
purposes recduce the number availovle for rebullding Xorea.
Believing these things, Welfare Officers at United Nations Civil
Assistance Command in Xorca, Headquarters and in the field have
planned cn their own initintive and in ccoperaticn with cthers
toward presrams to reduce the number of destitute porsons, now
estimoted at approximatoly twe million (2,000,000), Complete
classificntion and rogistration of all war sufferers and refugees
is being accomplished ot this mement, Tlons for resettlement
of displaced porssns hove been under consileration for some bime,
Yelfere Cfficers in the f£icls cncournre housing 2evelopments,
revitalizaticrn of home 2ant smnll shop industrics, Return of
farmers to cluscd arzas is cncourn-cd where security is not
sericusly involved. Refuzece camps are discouraged and dispersement
into tewns and villages is encournged in order to promote work
oppertunitics. Offici2ls are cnccurnced to locate relatives of
the nincteen thuusand (19,000) orphans in institutions in order
to reduce thnt lond, 1In the assistance program every advantarse
is taken of the sccurity for the indivi-lual offercd by the
highly organizcd family system, sc much o part of the Oriental
socio-economic life, In short, cvery effort is made to encourage
a positive appreach to the relief problem, We have been extremely
fortunate in that we hove lrmy officers in command positions who

are up with us cor aheat of us in this respeet,
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I would like, at this point, to commend the lmerican
pecple wha, through church and other volunteer agencics, have
pourcé millicns of pounds of rclief items inte the Korea relief
srosram, Hundreds of thousands of persons have literally been
saved from eath ns the rosult, anl I think we can say that
without their vholehunrted eooperation this tromenlous disaster
relicf job could never have been satisfrctorily accemplished.

The battlc for the For Bast, however, is not going to
be won by this emcrgency progsram nor by the troops'at the front.
The real decisicns which will win the battle for the free world
will be male by groups such as this, who, by their awarcness
of the tromcndeous problems foced by thesc peoples, will give
intelligent and sympothotic censideraticn to all of the factors
invoived, The deeisions you and other important policy making
groups will moke in the neer future will be closely analyzed by
millicns in the Far Best who hope for cneourcgement. We, of the

west, movr have, in K-rea, cur 1ast orportunity to prove to the
2 o b 3 1 Iy

east our sincerity in our belief in the democratic way of life,
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BANK OF KOREA AND OTH&R FINANCIAL INSTITUTIONS
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BANK OF KOREA:

The Bank of Korea is the central bank of the Republic of
Korea., It was established 12 June 1950 (two weeks before
invasion by the Communists 25 June 1950) upon the recommendation
of two members of the Federal Reserve Bank of New York, headed
by Arthur I. Bloomfield who came to Korea in August 1949 in re-—
sponse to a request by the Korean Government for assistance in
the reorgenization of a central bank, the drafting of new bank-
ing legislation and formulstion of appropriate banking and monetary
policies.

At the time the Federal Reserve advisers came to Korea
central bunking functions were being performed by the Bank of
Chosun and the original intention was to reorganize that bank.
However, the advisers concluded that the Bank of Chosun had so
impeired its standing and prestige by submission to pelitical pres-
sures znd inability to properly control credit that it would be
preferzble to establish a new bank, free from the legacies of the
past. It was decided, therefore, to liguidate the Bank of Chosun
and to establish the Bank of Korea, also to merge with the latter
the Korean Foreign Exchange Bank which then controlled all foreign
exchange transactions.

The Bank of Korca is 100% owned by the Korean Government with
paid up capital of Won 1,5C0 million and current ressrve of Won
344,571,000 total equivalent at official rate ion 6.000 per

Us $1.00, #307,430.00, It was set up to function under the general
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Prior to the American ldlitaty Occppation in September 1945,
the Korean fincncial structure was integrated with that of Japan,
and during the 40 years of Japancse occupation a fairly high
degree of spccizlization of functions hcd developed among the
various banking and financial institutions. )

The Industricl Bank, in addition to a regular commercial
banking business, engaged in medium and long term lending to indus-
try and agriculture on the basis of funds acquired in part from
sales of debentures in the Japanese market. The Savings Bank
specialized in savings banking business channeling its funds
largely into Japanese Government bonds, and the Industrial Bank
of which it was a subsidiary, for long term lending operations by
the latter institution. The Trust Bank concentrated entirely on
the so-called "lottery" business operated on the bzsis of organ-
ized group deposits for fixed monthly periods, total funds col-
lected during each month being locned to the lottery winner or suc—
cessful bidder. The Commercial Bank and the Choheung Bank con-
ducted normel commercial banking operations. The Post Offiee
maintained postal savings accounts; alsc a postal annuity system
and a life insurance business. 4 Stock Exchange was established
in Seoul, which additionally engaged in underwriting activities.
In addition to the foregoing institutions there were five branches
of Japanese banks engaged in general bonking business and several
insurance compzanies nearly all of which were branches cf Japancse
companies.

The Financial Associztions linked together by their central
agenhcy, the Federation of Financial Associations, were specializ=
ing chiefly in short term loans to farmers and to small industrial
and commercial concerns; also in some merchandising and marketing

activities on behzlf of their members,
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The capital of each of the banks abfve mentioned, except

=S

the Choheung Bank which was owned ninety-five per cent by Koreans,
and the Finanecial issoci.tious owned by their members, was held
predominantly by the Japznese. These institutions were all
closely integrated into and dependent upon the financial system
of Japan and operated primarily to sorve Japancse interests within
and without Korea. At the time of liberation over half of the
investments and loans of these institutions comprised securities
of and loans to the Japancse Government and Japanese companies
and individucls. The Japancse defeat precipitated a run on bank
deposits and bank credit with highly inflationary consequences.
Liberation from the Japznese orbit inevitably caused sub-
stantizl changes in the structure of Korean banking and finencial
institutions. Ownership and management were changed drastically
with the vesting of Japancse~cwned properties by the U.S. Military
Government. The Industrial Bank could no longer finance its lend-
ing operations through the sale of debentures in Japan and the
expatriation of wealthy Japanese greatly reduced the business of
all other institutions. The five branches of Japanese banks were
absorbed by Korean banks, The specialization of functions indi-
cated above has almost entirely disappeared. All the existing
banking institutions are now engaged in regular commercial
banking business cperating as previously under a branch banking
system, each with Rumercus branches throughout the country.
ThevFinancial Associations, which number 142 with 409 branches
throughout the country largely in rural areas, no longer function
as previously, i.e., essentially as small cooperative banks pro-—
viding banking'énd‘merchandising services to their member stock-
holders. These institutions have greatly expanded their operations
and now serve primarily as quasi governmental organizations

handling on behalf of the government, distribution of fertilizers,
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grain, etc., collection of taked by ﬁa&menﬁ in cash or grain,. ware-
housing and marketing the latter, also coliection of installment
payments from farmers for land acquired under the Lond Reform Act..
hdditionally, they now ccnduet a generzl commercial banking busi-
ness, and also grant credit to farmers and others under government
guarantee. While certain criticism cf their operations is heard
in some guarters, in genefal the associations éppear to be operating
efficiently. The principal Directors are government appointees..

As stated above, at liberation date excluding the Choheung
Bank and the Financial Associations the formerly Japanese-owned
capital stock in the banks became the vested property of the U.S.
¥ilitary Government., In Scptember 1948 following attainment of
independence by Korea, this vested property was transferred to the
Korean Government which thoreby acquired a controlling interest
directly or indirectly in all these banking institutions. This
situation has major disadvantzges - namely undue subjection to
political influences, and tendency to deprive the bankers of incen—
tive and inducement to fcllow sound banking pclicies such as would
be the case if the controlling shares were held by private stock-
‘holders. The Federal Reserve Aidvisers criginally made the very
sound recommendation that the Government should sell its vested
holdings in the Commercial banks to private partics as rapidly as
possible. However, although it is understood that there would be
no great difficulty in so doing since private investors are said
to desire to acquire these shares, up-to-date the Government has
made no effort in that direction.

At present all commercial banking institutions are critically
under-capitalized, this situaticn having become progressively so
as a result of the continued inflation which has greatly increased

bank assets. At the end of 1951 the average capital/assets ratio
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of these banks had fallen to about 6/100 of J§ as compared with
a more or less normal 10%. Obviously deposiéors.now have none of
the prctection usually afforded by capital and surplus agaihst
losses sustained by the banks, their only.support in this connec~
tion being from the Bank of Kcrea in the fom of loans and advances
to the banks. Additionally, all the banks are more or less over-
lcaned in rei&ti@n to their.de.
loss, It is also probable that a sound evaluation of the banks!
loan; and other assets acccerding to lmerican standards would shcw
fhem to be insolvent. These factors undoubtedly contribute tc the
current general lack of public confidence in these institutions
and reluctance of the people to deposit their funds in the banks -
one of the causes of the present inflation,

ss | T
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The present banking situation is unquestionably
and until remedial measures are effected will militate against the
establishment of 2 sound banking system. A new General Banking ict
prcposed by the Federal Reserve idvisers was passed by the legis-
lature in 4pril 1950 and undcoubtedly would be a great contribution
in the desired direction. However, information indicates that
up~tc~date implementaticn of this sict has not been effected to any
great extent for the reason that any major structural raorganiia—
tion would be premature and pcssibly dangerous until the éverail

menetary and financial structure of the country has been placed on

a sound focting,
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Statement of Condition - as of 31 December 1951

(in thousand Won)

L e R e i g

Advances tc Government 297,473,718
4id Supply Funding 116,961,447
Advances to UN Forces 426,498,504
Other Loans 194,791,999
Gold, Silver & Bullion 2,411,072
National Government Bonds 2,299,240
Deposits in Foreign Currency 140,475,511
Other Deposits in Foreign Currency 90,978,198
Other .ssets 116,618,436
Total Won 1,388,508,125
LI4BILITIES woN
Bank Note Issue 557,926,696
Treasury Deposits 186,140,136
Govt. Deposits in Foreign Currency 178,854,886
Counterpart Fund 216,261,566
Other Deposits 89,019,966
Foreign Exchange /ccts. 806,384
Other Liabilities 157,653,920
Capital Stcek 1,500,000
Reserves 344,571
Total Won 1,388,508,125

Won 1,388,508,125,000 = $231,418,021.00

UUNCLASSIFIED

T T T y—

- ——— A




0 jL—
(""’ﬂ. !

S
' Prgpared by: REGINALD H. MALRLOW

xd

Currency and Banking Adviscr
Government Division

G-5 (Civil Affairs)
UNCLASSIFIED GHQ, FEC/BNC
9 April 1952
FOREIGN TRADE IN SOUTH KORE:
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EXTERNAL TRADE OF KOREs BEFORE PaRTITION:

The primary concern in this discussion is of course the
foreign trade of the Republic of Korea, i.e., South Korea,
However, tc provide a clear conception of the subject it appears
necessary tc summarize briefly the development of this trade
pricr tc the division‘of the old Kingdcm of Korea into North and
South and cccupaticn of Sbuth Korea by the U. S. army in September
1945.

Precise informeticn and stotisties reletive tc the earliest
period are nct avzilable, however it appears evident that the
foreign trade of the old Kcrea developed by force cf circumstances,
very largely with Japan. Japan practicelly forced a trade treaty
upon the country in 1876 and thereafter prcgressively monopolized
her foreign trade up tc formal annexaticn in 1910, from which
date up to its! liberation in September 1945 Korea was exploited
as a Colonicl dependency in the interests of Japan and geared to
the requirements of the Japanese eccnomy. During that period
Korea's economic and financisl systems were closely integrated into
the Japanese orbit and her foreign trade was virtually controlled
by Japanese traders.

In 1910, Korea's expcrts totaled Yen 19,914,000 and imports
Yen 39,783,000, Trade developed very rapidly, however, and by
1939 exports had expanded fifty times to Yen 1,006,794;000 and
imports thirty-five times to Yen 1,388,448,000, It is noted that
in every year but one imports exceeded exports., From 1910 to
1939 the Yen - US dollar exchange rate ranged from $.50 to $.25

per Yen so that in terms of US dollars total export and import

NCLASSIFIED =




II.

. UNCLASSIFIED

trade increased from $30;OO0,000 in 1910 to $600,000,000 in 1939,
a remarkable development. During that period exports tc Japan
averaged over 70% of the total trade and imports from 63% in 1911
to 89% in 1939. Exports to China averaged abcut 10% and imports
5%, and there was also some trade with Manchuria, Unite States,
Great Britain and other countries. However, both Manchuria and
the part of China traded with were then occupied by Japan so that,
actually, 97% of 21l exports and 95% of all imports were with the
Yen block or in other words, the Japancse Empire. Animal and
agricultural products (chiefly rice) comprised over 50% of Korea's
exports. Other commodities expcrted were beans, cattle, wheat
flour and marine products. Imports included textiles, machinery,
chemicals, minerals, fertilizers, dyes and cther manufactured and
consumption goods,

During 15&0/3 Korean expcrts to Japan averaged annuclly
Yen 751,230,000 (equiv apprcx #185,000,000) and imports from Japan
Yen 1,301,788.000 (equiv apprex $320,000,000). Principel imports
by Korea were silk textiles, machinery, lumber, coal, paper and
iron sheets. Principal exports were rice, pig iron, dried fish,
beans,. coal and fertilizer.

SOUTH KORE; AT LIBBH~TION 4ND DURING US MILITARY OCCUPATION:

When the US irmy took over the occupation of S. Korea in
September 1945, that area was in a state of virtuzl economic
collapse. Formerly a net-exporter of foocdstuffs, S. Korea had
become a food deficit area, The sudden segregation of Korea from
the Japanese eccnomic orbit had cut off its traditional markets
and foreign trade practically came tc a standstill, In fact, the
whole eccnomy of the country was in a critical condition. The
normal trade which had previously been conducted between north and
South progressively declined althcugh the North continued to supply
the South with electric power service as heretofcre under an agree-

ment with the US Military Government providing for payment in
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equipment and goods. However, this service was cut off completcly

in May 1948 due to political differences since when econcmic
interccurse between Ncrth and Suuth has practically ceased to
exist.

In the 3-1//4 years ending 31 Dec 1948 Garioa apprcpriations
furnished aid amounting tc $285 millicn chiefly in imports cf
foodstuffs, fertilizer, clothing and medical supplies; also coal,
equipment and raw material supplies. Under Military Government
guicdance industry was partly rehabilitated and a modest revival of
agriculture and manufacturing got underway. However, apart frcm
the heavy volume of U. S. Gevt financed imports which rcse from
$49.5 million in 1946 to $188.3 million in 1948 S. Korean foreign
trade during the Military occupation pericd remained at relatively
low levels., Private imports rose from $l.1 millicn in 1946 to
cnly $16.6 million in 1948 and during the same period exports
(Government and private) consisting largely of tungsten, graphite
and marine products rose from $0.7 millicn tc only $18.8 million,
far below preliberation levels, Most of this trade was with other
far eastern areas. s more rapid expansion of exports was impeded
by the generally low level of production, large increase in
population and consequent lack cf expcrtable surpluses.

III, FQREIGN TRADE DEVELOPMENT AFTER sTTLINING INDEPENDENCE :UG 1948:

On 23 April 1949 a Trade irrangement was negotiated between
the South Kcrean Government and SCiP for Occupied Japan concerning
trade tc be conducted between the two countries thrcough both
governmental and private channels for the ycar ending 31 March 1950.
This arrangement provided for trade it was anticipated might
develop but no actual ccmmitments were made. 411 trade had to be
conducted in US dollars and settlements made for cash on an
individual transactional basis, by the usual bank commercial letter

of credit. The trade potential provided for:

23;;
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Exports by Korea to Japan $29, 294 ,000,00

Imports by Korea from Japan $28,687,000.00

Principal items tc be exported by Korea were rice valued at
$16,000,000,00, scrap iron, $1,000,000,00, graphite $1,225,000,
anthracite ccal $1,120,000 and seaweed $4,080,000, Principal
imports from Japan were coal $13,580,000, cement $2,400,000,
equipment for mills and plants $5,575,000, truck parts $1,080,000,
fishing boats $3,000,000, mining equipment $1,000,000 and steel
rods $1,000,000.

This trade agreement was extended for ancther year up to
31 March 1951 and subsequently to 31 March 1952 but instead of
cash settlements c¢f trade transactions as herectofore provided it
was agreed that cperations would be conducted ifi dellars on an
open account basia.

These later agreements provided for trade as follows:

Year ending 31 March 1951

Exports by Korea tc Japan $ 9,335,000
Imports by Kerea from Japan  $25,500,000

Year ending 31 March 1952

Exports by Korea tc Japan $16,000,000

Imports by Korea from Japan  $32,000,000
Principal imports by Kcrea were textiles, machinery, chemicals,
non-ferrcus products, paper prcducts, cement, coal and glass.
Principal expcrts were seaweed, clay, graphite, vegetables, cotton
waste and scrap.

Reliable statistics for the periods covered by the three

trade agreements are nct available. However, the actual private
trade transacted during the calendar years of 1949, 1950 and 1951

was as follows:

1949 1950 1951
Exports t: Japan ;3.6 Million $16.1 Millicn $6¢7 MiYlion
Imports from Japan $15.9 " $17.1 v $12.6
L

i d
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Currently the balance of trade between the two countries is against
Korea by approximately $5 million which is due to Japan on open 4.
account and so far unpaid.

FUTURE OF FOREIGN TRADE - S. KOREA:

4s previously noted, after liberation trade with Japan began
to develop in a more normal manner. Currently about 80% of South
Korea's external trade is with Japan and close economic relation—
ship with that country eppears likely to continue. In addition
to trade with Japan it is understcod that a considerable export
and import trade is now being transacted in U. S. dollars with
Heng Kong, including exports of marine procducts and imports of
Chinese medicines. Some purchases of salt and sugar are also
being made frem Fermosa and shipments of tungsten are going to the
U. S. 4. 4 substantial amount of foreign trade no doubt is also
being carried cn by black market operations with Japan and prob-
ably considerable smuggling trade with China.

However, foreign trade is still at a very low level and
prospects of great improvement can hardly be expected under exist-
ing circumstances. Disruption caused by the Japanese defeat,
the disastrous effects of the present war, and the increase in
population have to a great extent eliminated any exportable
surplus of rice. Nevertheless, Korea did actually export to Japan
100,000 metric tons of the 1949 crop which was the first rice
shipment since liberation and with increased production and
improved methods future exports should not be precluded. However,
even should substantial future rice exports prove practicable it
is by no means certain that such exports would be sufficient to
close the gap between S, Korea exports and its essential imports.
This can only be accomplished by expansion of domestic production
which will not be easy since not only is that area relatively
pcor in natural rescurces but these are not well developed.

Furthermore industry always small has become smaller since
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Hiberation due to destruction and worn out equipment resulting in
suspension of operations by some industries.

Suspension of trade between North and Scuth Korea since
partition is an unfortunate development as each country has vital
need of the goods produced in the other. North Korea needs to
exchange its heavy industrial products for the light consumers goods
and food which can be produced in the South. South Korea requires
the producers goods and the artificial fertilizers manufactured
in the North to operate its consumers gcods industries and for
agricultural production. Resumpticn of this trade is highly
desirable as soon as practicable. Further trade development with
far eastern countries other than Japan also appears to offer
possibilities.

Currently South Korea's foreign trade is greatly hampered by
lack of transportation, a shortage of foreign exchange, absence
of a formal commercial rate of exchange for the Won and a run away
inflation. Until conditions become more nomal and a mutually
satisfactory econcmic agreement is reached between North and South
it is difficult tc see how any considerable progress can be made.

In view of the importance of developing external trade,
particularly exports, and achieving economic stability as rapidly
as practicable, it appears highly desirable that S. Korea should be
afforded all possible expert aid and assistance tc endeavor to
expand potential production of focd and minerals and develcp new

markets.,
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INFLATION AND THE PUBLIC FINANCES OF SOUTH KOREA
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In the paper which follows I shall establish the
fact that drastic inflction is no new spectre in Korea. It
has, in truth, been raging unchecked, for other than fleet-
ing breathing spells, since the latter mcnths of World
War II — one long unbfoken nightmare of spiraling prices
now going into its seventh year. I shall emphasize that,
notwithstanding sericus limitaticns in physicel supplies —
partially offset by vast quantities of United States and
UN aid supplies pcured in unremittingly and still coming
in ever-increasing volume — the prime monentary factor
responsible for infletion in Korea is to be found in the
chronic imbalance in the nation's public finances. I shall
suggest that a ready cure for this financial imbalance is
at hand through the proper financial accounting and utili-
zaticn of UN aid supplies tcgether with other closely
reloted meazsures requiring joint action by the Republic of
Kerea and the United Nations. 4And, lastly, I shall venture
a sober warning cautioning against excessive optimism in

the all-important matter of negotiating and successfully

implementing a satisfactory Aid igreement such as will be

earnestly scucht by ycur distinguished Mission.
The Republic of Xcrea is in the grip of inflation,
running wild and cut of contrcl. This state of affairs

dates back to the closing months of World War II when

liberaticn from the rule of Japan brought with it extreme
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confusion and disorcer. Throughout the war rigid price con-
trols, imposed by the Jzpanese, had succecded in restraining
price increases to relatively modest proporticns. Released
from these controls prices skyrocketed, indexes of retail and
wholesale prices rising 20 to 25 times within a pericd of only
two months.

This spectacular phencmencn should be viewed against the
background of steady increase in the country'!s note circulation
(principal media of exchange) which rose from L4l million
won in December 1949 to 7,987 million won by August jgus,
Almost cne-nnlf cf this epproximately 8 billion wen, it may be
noted, came off the printing presses of the Bank of Kcrea
between July and September 1945, supplying the final spark
which dgnited the smouldering bonfire of "suppressed inflation."

Between September 1945 amd the Red invasion from the
north in June 1950 the pace of inflation slowed ccnsiderably
but prices non'thelecss continued their inexcrable advence.
Representative indexes cf whcolesale and retail prices in-
creased apprcximately another 25 times, with the rate of
acvance slowing appreciably, however, in the latter half of
the periou. During the samc five years the money supply of
the country cxpsnded mere than 10 times.

It is against the setting sketched bricfly above that
the current dangercus inflationary situation must be gppraised.
Since June 1950 the upward trend of prices has continued
almost unabated. In the sixteen months cnding last October
retail prices in Pusan, principal port of entry and seat of
the national government, advanced 867%. Wholesale prices in
Puszn and elsewhere in scuthern Korea have gone up at a some-
what similar rate.

Latest infcrmation available suggests that the speed of

advance is again aecelerating and may soon, if not curbed
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promptly; get entirely out of hand. £s of 14 March the Pusan TRetail
Price Index (1947 average prices equalling 100) reached
4793, a further rise of 51% cver the past four months.

The most spectacular recent increase of all, perhaps, is
to be found in the price of rice, basic food staple in the \
c¢iet of all Koreans. &5 against a price of 5,800 won per
20 litres in June 1950, and 40,000 won last October, a peak
of 75,000 won wes reached early in March, with latest pub-
lished prices arcund 76,000 won. This increase 1s even more
remarkable when ccnsidered in conjunctionwith the frantie
efforts of the Guvernment to combat the rise through release
of substantial official stocks to the public at roughly
one~half prevailing market quotatiocns, coupled with drives
against speculatcors and hoarders, etc.

A mudtitude of other evideﬁce is at hand to establish
the fact that inflation is rampant in K.rea today and working
its harm upon all classes of the population. Wages are soar~
ing along with prices of gocds but, as usual, trailing con-
sistently behind as the working population struggles for
subsistence. Under such conditions it is well-nigh impossible
for the country to go abcut its everyday business of living
and working and reconstructing the terrible damages of war.

The broad explanaticns behind this fantastic internal
financial situation are not far to seek. K.rea is a pcor
country whose normal econcmic life was xenuered\asunder in
1945 at the 38th parallel. In the wake of 4O years of
Japanese domination a politically inexperienced people were
struggling tc sclve ccmplicated and extremely difficult
econcmic problems when invosed by a ruthless fce from the
north. The resulting destruction has left the country almost
prostrate, and faced by econcmic and financial problems

(to say nothing of a still fierce military struggle for sur-
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vivel) wnich make those of late 1945 appear small by com-
pariscn.

The record of 1945-50, uneasy years of "i.eace" between
two wars demonstrates conclusively that the financial and
economic problems of those years were difficult of solution,
In truth, the problems were never satisfactorily solved, as
witness the steady advance of inflation.

The circumstances to which, in a monentary sense; the
drastic inflation of those years was directly attributable
were then, as now, easy tc identify: chronic imbalance in
the national budget, resulting in central bank deficit-
financing taking the form of a rapidly expanding issue of
Bank of Kurea notes. Inflation in K rea and deficit-finanecing
by the ROK rcyresent two sicdes of the same coin. Insbility
of the national government to sc manage its finances as to
avoid a constant succession of huge deficits, year after year,
has directly resulted in a steady expansion of note circulation
and money supply paralleled, in turn, by a corresponding rise
in prices and wages. It ces withcut saying that this tremen-
dous exaggeration on the demand side of the equaticn consti-
tuted cnly one part of the essential cdifficulty, the other
aspect being the abnormal contraction in physical supplies of
all gocds.

Detailed and reliable data on the public finances of
Korea are not readily available., Even if such were at hand
the story there told woulc be far from complete. In this
connection it is pertinent tc observe that the new fiscal
year budget for 1952-53, .expected to be approved and go
into effect early in April, was calculated on the basis of
prices prevailing last Octuber, whereas the actual price
level today appears to be at least 50% higher than that of

QOctober 1951}
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True consclicated budgets, summarizing all financial
activities ¢f the government, have never been compiled. L:rge
areas of necessary expenditure are substantially omitted: e....,
adequate won wage and salary compensation for government
employees — at least partially offset, be it noted, by
paynents in kind unrecorded in the budget (illustrating
the inadequacy of government employee wages, the icting
Prime Minister is quoted recently as estimating that payment
of wages sufficient to ".aintain a semblance of decency" in
living stondards would require the expenditure of 1.2 trillion
won, an amount comfortably in excess cf the entire proposed
General scccunt Budget for the next fiscal yeart)

Numercus responsibilities of government have been
shifted over to UN shoulders, and hence budgeted for, if at
all, only meagerly. Included amcng such are: ..rm8, equipment,
muniticns, clqthing, food, etc., for the ROK iArmy; relief |
supplies for millions of civilians still homeless and jcb-
less; maintenance, fuel, etc., needed to repair and keep in
operation transportation and communicaticn facilities, public
utilities, roads, brid;es, etc. Many other government expendi-
tures are financed outside the budget, such as subsidies to
and deficits of government owned utilities, industries, amc
agencies.,

In light of the abcve, one of the most practical approaches
in obtaining an insizht intc ROK Government finances is to
examine the accounts of the Bank of Koreé (fiscal agent for
the Government), together with the activities of commercial
banking end other financial institutions as refiected in the
table summarizing chunzes in the nation's total money supply
(Mcnthly Statisticel Review of the Bunk of Korea).

Befcre doing sc it may be well to glance quickly at the
recent over-all expansicn in mcney supply which explains, at

5
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least in substantial part, the further inflationary rise in
prices since the Red invasion in June 1950. As of the end
of December 1951, latest data available, the total money
supply came to 784 billion won, an increase of 662 billion
or greater than five-fcld over the 122 billicn won in
existence in June 1950. Of this 662 billion won newly
created in the past 18 months, 475 billicn (72%) repre-
sented increases in Bank of Kcrea note circulation and the
remaining 187 billion (28%) came from rising bank deposits.
In the fcllcwing tables will be found a simplified

analysis of the 662 billicn won growth in money supply since

June 19507

< Es

UNCLASSIFIED




Major Causes cf Increa

¢

1. Net Advances to ROK
from BOK

2. Other Bank Loans

3. Net Advances to UN
from BOK

4. Sales of UN Aid
Supplies

Total Net Increase

1. Net idvances to ROK
from BOK
2. Other Bank Lozns
ROK TOTAL 4DVANCES

3. Net Advances tc UN
from BOK
4. Sales of UN 4id
Supplies
UN TOTsl ADVANCES

ROK Total Advances
UN Total Advances
Total Net Increase

TABLE I

June 1950
to

*ipril 1951
10 months
+205,926
+ 14.280

+132.538
~ 13.049

4339.695

TABLE II

June 1950
to

*5ipril 1951
10 months
4205,.926

+_14.280
4220,206

4132.538

+4119,489

TABLE III

June 1950
to

#April 1951
210 months;
4220,206

+119.489
+339.695

UNCLASSIFIED
M

ses and Decreases in ROK Money Suppl
(Billions of Won).

*¥April 1951 June 1950
to to
Dec. 1951 Dec. 1951
(8 months ) (18 mcnths)
- 87,772 +118.154
4247.139 $261.419
+284L.558 +417.096
-l2l.62§ - 3&.622
+322.302 +661.997
#April 1951 June 1950
to to
Dec., 1951 Dec. 1951
(8 months) (18 months)
- 87.772 +118.154
+247.139 +261.419
+159.367 +379.573
+284.,558 +417.096
+162.935 4282424
*April 1951 June 1950
to to
Dec, 1951 Dec., 1951
(8 months) (18 months)
+159.367 +379.573
+162.935 +282 L2k
+322.302 +661.997

*5pril 1951 is selected as the intermediate point in this 18-month
perioc since Bank of Korea advences to the ROK Government reached
a peak in that month and have since been declining.

Please Note:

UN Advances as shown zbove do not make allowance

for the fact that reimbursement for 63 billion of these advances
was made in October 1951 by a U.S. payment of $12.1 million to

the ROK.

7
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One of the first facts brought out in Table I is that
the growth in mcney supply was even more vigorcus in the last
eicht months of the pericd ccvered (4322,302 billion won)
than in the first ten mcnths (+339.695). In cther words,
inflation was continuing unchecked.

Superficial examination of Table I also sugyests that
Net Won .dvances toc UN Forces for the full period (+417.0%€
billion) accounted for rcughly fiw're—-eighths of the entire
expansion and, mcreover, that this inflationary factor more

than doubled in intensity in the latter half of the period.

Also apparent is the impressive change in inflationary

when the first half of the period (4205.926 billion won) is
contrasted with the latter portion (-87.772 billion won).
Much emphasis is being placed upon this peint by the ROK
in their contention that the Government bl:cllgllt its budget
into a favorable cash balance early in the present fiscal
year, thus directing attention to the larze won drawings
by UN Forces as primarily responsible for continuing infla—
tion. We shall see that this is much less than a fair
presentation cf the facts.

It may come as something of a surprise in certain
quarters tc learn that whcereas "Other Bank loans" contributed
very little to inflaticnary presseres in the first ten
months follcwing the Red invasicn (+14.280 billion won) in
the succeedin; eight mcmths they expanded at an alarming
rate (4247.139 billion won). Likewise, there is plenty
of focd for reflection in contrasting the remarkable switch
in inflsticnary roles played by ROK won drawings in the
first half of the period (+205,926 billion) with "Other Bank
Loans" in the first half of the period (#247.139 billion

won). In short, while the ROK Government did appear to

8
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zreatly reduce its won drawings in the latter eight months
(-87.772 billion) this was accompanied by a largely offsetting
growth in "Other Bank loans" (+247.139 billion won) — for
which the ROK Government must assume full responsibility
since its cwnership and control of "vested properties®
formerly belonging to the Japanese inclucdes virtually all
of the so-called private banking institutions in southern
Korea. Furthermore, "Other TBank Loans" includes very sub-
stantial quantities of loans made to Government agencies.

The repid grewth in won proceeds derived from "Sales
of UN Aid Supplies" is also clearly evident in the latter
pericd (reducing inflaticnary pressures by 121.623 billion
won) in contrast with such proceeds in the earlier periced
(which reducec infletionary pressures by 13.049 billion won),
thus testifying to the reality of a rapidly swelling tide
of ineoming UN 4id Supplies —- despite the fact that much
less than 10% of the actual cash value of such supplies is
realized by their dispcsal through the offices of the ROK
Government.

By combining the inflaticnary factors for which the
ROK must bear responsibility and ccmparing them with similarly
combined factors for which UN is responsible, as shown in
Tables II and III, a fairer picture is obtained of the rela-

tive inflationary contribution for which each is responsible.

Thus ccmbined, it is seen that for the full period the ROK!'s
share in infletionary pressures (+379.573 billion won) sreatly
exceeds that of the UN (+282.424 billion won). Broken down
into approximately equal pericds, the inflationary pressures
resulting from ROK financial operaticns in the first ten
months (4220.206 billicn won) almest doubled those deriving

from Un financial activities (+#119.489 billicn won). The

9
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latter eight months tells a different story: in this period
ROK . generated pressures (+159,367 billion won) were reduced
by nearly one-third in contrast with UN generated pressures
(#162.935 billion won) which expanded by about one-third,
thus bringing them into approximate balance.

What is the true significance of these shifting infla-~
tionary pressures for which the UN is ostensibly responsible —
and for which the ROK would hold us to aeccount? Must the UN
accept the blame for greatly adding in recent months to the
already staggering burden of inflaticnary pressures under
which the ROK is reeling? The answer most certainly is not
an unqualified "yes". Firstly, failure on the part of the
ROK to sell and collect the proceeds for a vastly greater
proportion of UN 4id Goods coming into Korea (than is eur—
rently being done) results in a much smaller deflationary
offset than should be realized; aid goods are also being held
in storage for excessive periods of time and very substantial
quantities, it is reported, are being cdiverted into illegal
channels and being woasted. Seecndly, the lesscned won
advances which the ROK is currently drawing from the Bank of
Korea are being effected at the ¢xpense of UN Forces, which
have been c¢bliged in recent months tc shoulder increasing
finencial burdens more properly borne by the ROK; in short,
failure of the ROK to carry the financial load which a sovereign
and respcnsible government should bear means a correspondingly
heavier burden falling upon the UN -- one factor responsible
in substantial péft for increasec UN wonvdrawings in recent
months .

Observations such as the above manifestly obtain only
with respect to past events. The more important ccnsiderations
pertain to the future., Despite clearly extenuating circum-

stances includin;; thcse cited immediately above (together
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with other such compelling facts as this: total value of UN
aid gocds and services provided sinec start of the Korean
War, exclusive of military expenditures for UN Forces othér
than ROK 4rmy units, are conservatively estimated to exceed
$4,00 million, or more than four times total wen advances to
the UN) it still remains true that ccntinuing large UN won
advances are centributing greatly to furthering Korean infla-
tion. This inflaticnary element must be eliminated —— and
guickly — befcre any hepe of halting the present runaway
inflaticn can be sericusly entsrtained.

The mecns for calling an abrupt halt to the continued
inflaticnary consequences resulting from large UN won drawings
currently averazsing scme 35 billion monthly, are fortunately
clearly discernable and ready at hand. UN Aid Supplies zare
ollins imto Korea in ever-mounting vclume, so ruch so that
sale of & reasonable proportion of these goods at feir prices
will previde sufficient won to more than match UN monthly won
drowing neeis. Competent UN Field Steff affirm that the
finsneial conditicn of the Korean populace and economy assures
reacy cash absorption of 40% to 50% of the value of incoming
aid goos. This should more than cover UN won advances, leav-
ing ; surplus fer cther Jdesirable needs.

This problem, as all understand, is cne of the pressing
matters te be lealt with in the pending 4id lfzreement negotia—
ticns, along with satisfactery settlement of accwaulated UN
won advances, the determination of a realistic won-dcliar
exchange rate, and other closely related problems.

Unfcrtunotely, the prospect is not equally clear or
reassuring that once the inflationary effects of UN won draw-—
inge are eliminated the prospeect henceforth will be one prom—
ising cessation of Koreals long travail of inflaticn, Granted

the lorge and increasing volume of UN aid pvods now flowing in

1
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and on the way will go far towards reetifying the defici-
encies in physical giods desperately needed to bring domestic
supplies back into scme semblance of balance with wildly
inflated demand factcrs; granted further progress may be
attained in stimulatin; a much enlarged volume cf comestic
production (if and when inflation is eurbed — or despite

the numbing effects of inflation, if such can be imagined!l);
granted these harpy developments and others of like import,
assurance is still lecking that Kbréa's preclonged suffering
from this chronic malady is likely soon to be brought to a
close.

Evidence is not wanting to support the belief that
Koreals rulers actively plan 2 colossal expansion in bank
credit, once the pericd of currency expansion is over. It has.
been seen that a rapid increase in bank credit took place in
the mest recent pericd for which information can be had. The
ROK Government has z2lready announced a program for the new
fiscal year which cpened 1 i ril calling for the release of
more than 500 billicn wen in loans. Since the details of this
prosram (‘Geseribed as double the sccpe of a similar ROK 'ro-
.ram in FY 1951-52) r. nct yet known is it not a fair assump-
tion that dcuble the expansion of bank credit witnessed last
year lies in store for FY 1952-53? It so, wonentary inflation
will certainly continue on its present path, little if any
abated. This is a most pressing problem, meriting serious and
detailed study.

ficther finaneizl problem calling for immecdiate explora—
ticn ccncerns the hancdling of UN dollar repayments to ROXK for
wen acvances ziven. The initial such settlement involved the
transfer of $12,155,000 Octcber 15 last. To date no known
acticn has been taken by the ROK locking to a cancellation of

the original UN wen advences against which this settlement
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was maie. Is it net pertinent to enquire whether the ROK
intends to rcverse thce inflationary monentary processes
invclved in the original grantin, of UN won advances — in the
case of this repayment as well as other similar repayments in
prospect and demanded by the ROK? In this connection it is
more than a little disturbing tc recall the recent de¢laration
attributeu to the .cting Prime Minister in open isscitly ses—
sion: ",,.The Gevernoent is firmly determined to use the
bulk of the repayment (i.e., won advances to UN) fcr the
improvement of the livelihood of public official'. Can this
be true?

One finel point: in evalucting the prospects for effectu-
ating a new .iid 4 reement with the ROK Government it is scber—
ini to hark back to the terms of the ECA Aid . reement signed
with this same Government 10 December 1948. That 4 _reement
contained a list of scme ten hi;hly beneficial prcposals which
the ROK Government agreed to carry out in return for economic
aid from the U.3. -- all cdirected t¢ the strencthening and
stabiliziny of an eccnemy then sufferins acutely from the
sericus inflaticn breusht abcut by unhappily administered
public finances. These steps arecd upon included: balancing
the budget; controls over currency issue anu bank crecit;
re;ulaticn of fcreisn exchanges; sstablishment of a rate of
exchan e; maximum production, ccllecticn and eguitable dis-
tribution of locally procured supplies; facilitation of
foreign investment; development of export industries; effective
management or disposal of Vested Properties; fair distribution
of U.S. Ald Su,;plics; and establishment of a properly circum-
scribed "Counterpart Fundl.

It is not with the intention of forcing an unkind judg-
ment to enguire into the success attendant upon carrying out

the terms of this Arreement. is we ncw kncw, 18 menths only
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were allotted to the BOK ricr tc the Red invasion from North
Kerea in mid-1950. £ such terms could not be lived up to in
those 18 months of comparative '"peace' -—— 2s the record con-
clusively establishes — then what kind of an Aid Agreement
can presently be executed with a fair prospect of achieving
the eﬁd objectives scugsht? Is it tco much te hope that the
understandin;; cained from this earlier attempt to "stabilize
and strengthen! the econcmy of Kcrea may prove of genulne
worth in shaping a more effective and beneficial Arreement
under today's even mcre difficult circumstances?

In closing, may I sum up the substance of my ccmments
by asain reiterating that unccntrolled inflation is no new
menace to the well-bein; <f the Republic of Korea. For
seven lcng years this most disruptive of all internal dis-
turbanccs — fierce counterpart tc the terrible war pressing
from without -- has had its way with this unfortunate pecple,
The monentary causes cf inflation I have linked closely with
the unbroken succession of financial defieits piled up year
after year by the naticnal rovernment. The resulting fleod
of bank notes and crelit threatens to enzulf the nation
irrespective of successes gzined on the battlefield. The cure
for this dreadful ailment is not difficult to prescribe —
althouch the patient may swallow the medicine with some
reluctance, even resistance. 4 proper financial accounting
for and distribution cof the incoming UN aid supplics can be
one of the means for brinzins to a halt the wide devastating
sweep of inflation. This can be done, as yocu gentlemen well
understand, by offsettins —— with won to spare -—— UN drawings
arainst the proceecs cerived from UN Aid Supplies. But such
a program, no matter how well devised, cannct succeed by

itself. The recent trend toward uncontrolled expansion of
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bank credit must alsc be curbed. Only through imposition of
sensible controls upon 2ll the springs feeding intco the money
supply can ‘inflation be brought to a stop. Even though the
means to achieve this salutary effect zre clearly discernable —

and definitely within reach — I submit that 2 careful scrutiny

of the record of recent years will temper any easy optimism

that this gcal can be easily attained. To this observer, at
least, it .ould ajpecr that no agreement between the ROK and
the UN can be made genuinely effective which does nct also

prcvide the machinery for insuring that the objectives sought

will be attained. Only by some such steps can inflation be

halted and true stability return to hard-pressed Korea.
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KOREAL LABOR

l. While the immeciate tasks in Korea are to coubat disease and
famine and begin laying the foundation for economic recovery (by
restoring communication, transportation, industry, agriculture, a
sound financial structure, etc,) our long range objective in Korea
should be to help create a wodern democratic state, with a viable
economy capable of providing a decent standard of iiving.
2. Labor has played a key role in the crisis into which communism
has precipitated the world., The support and cooperation of a skilled
and efficient working force has long heen essential to tihe milatary
defen.e efforts of free nations., But the nature of the current

conflict has thrust the labor question into the very heart of the

crisis in another and even more crucial sense, The alleglances formed-

by organized workers throughout the world will have a significant
ef ect on the outcome of the Allied and United States defense efforts.

At present, there are approximately 180,000 Koreans working for the

UN Porces.,

3., A sustained effort to maintain military defenses requires & thriv-
ing economy aiid welfare support, ZEven uore are tuey required in the
defense against indirect aggression. For communism though seeking

to destroy the democracy without which labor cannot be free, poses

as the champion, as the liberator of labor, ILabor is its prime
target, a controlled trade w.ion moveuwent its chief tool, and ex—
ploitation of economic, social and political grievances its wmain pro-
pagenda weapon. Therefore the developuent of a country's resources,
the level of living of its people, the existance and activities of
its trade unions frequently dGeterm.ne how strong a nation will be

in resisting communism and fighting for dew.ocracy.

L, The present Korean government is not interested in a progressive
labor policy. Even before the present war, there had been a definite
recession compared with the policy adopted by U. S. Military Govern—

ment. Since the outbreak of hostilities in June 1950, the labor

[
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aduinistration hag been further relegated to the background as a
non-essential element in the government machinery. The police play
a more important part than the labor administration both in labor
recruitment and labor relations,

5. The workers organizations can scarcely be termed trade unions,
they are nore like a labor front, They originated as government
sponsored bodies designed solely to stamp out comuunism and to pro-
vide an organization for stimulating the workers to greater efforts
without pressing for wage increzses, They are subject to control
by the government. The general pattern of trade union organization
is based on what the unions theuselves refer to as "dewocraticentral-
isn", The Korean Federation of labor consists of six industrial
unions: railwaymen, seamen, harbor workers, electricians, uiners,
and cooks and waiters and the provincial unions. The provincial
unions consist of all the district (city and government) unions which
in turn consist of all the factory unions in the district, The
factory unions are not independent unions, they are branches of the
provincial unions, ﬁhose epproval is required for the establishment
of a new union, its rules aund constitution, and the confirmation of
elected office holders, In practice, it would be im.ossible for a
new union to be established except within the Korean fedceration of
labor, It would be suppressed as a coumunist organization., The
provincial and district unions include all the factory unions in the
area irrespective of industry., There is no attempt to group factory
unions by industry,

6. Legislation exists on labor standerds and uediation of disputes.
At first sight the laws appear to be progressive, but taey are pure
window dressing as they are not operative. The standards are high
for a country of Koreals stage of developnent but it would be better
to limit the standards and have a lower standard enforced,

7. There is an acute s..ortage of technicians and skilled workers,
as prior to 1945 the vast uwajority of such persons were Japanese,

the Koreans filling only subordinate posts. Little cin be done to
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raise the standard of living of Korehn workers until their produc-
tivity is imprdged ah this will entail a comprenensive training
Progra®ie

8. Any progran of labor policy uust be planned on a very long term
basis, The problem is essentially one of education: The develops
nent of a @ocial conscience in tue governing classes in particuiar
and in the general public, the training of a cadre of public of-
ficals in efficient and honest methods of aduinistration, the
education of trade union leacers and rank and file workers in the
function of trade unionism, the inculcation into the winds cf manage-
ment of the duty to pay a living wage and to provide hygienic and
safe places of work, teaching managenent, technicians and workers
inproved methods of production in order to increase outputs To ac—
complish these things, it is first necessary for the Korean Go&ern—
nent to adopt a wmore liberal policy towards labor and this is un~
likely so long as the fighting continues as it has other more pres—
sing matters to attend to. The present state of affairs is extrenely
unsatisfactory and drastic reforms are nccessary. We must sound a
note of warning that in dealing with tie Korean labor situation,
time is not on the side of democracy. The present conditions are
appalling, and the workers have no ueans of remedying their situ—
ation, Frustration of this sort is an ideal breeding ground for
communisn, No matter what sacrifices have to be made by the Korean
people in their fight for survival, these ideals must not be for-
gotten and allowed to becone casuelties of the war, for the sanme
spirit that is helping the Korean people t0 win the war, will be all
the nore ﬂecessary to enable the:i to rebuild their homeland, It

is so eusy after sustaining a suvpreme effort to defeat the eneny,
for a reaction to set in ufter the heat of battle has died down

and for selflesness and patriotism to be replaced by selfishness
and apathy.

9. Experience in otiier countries following two world wars does not
show that the readjustments waich are inevitable in the reversion

frou a war~tiue to a peace-tiue economy are particularly prone to
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cause labor unrest, It would be disastrous to our coumon efforts to
restore the econony of Korea ofter the war, if such 2 reaction
should set in lhere and it occurs to une that we should inciude these
noral issues in our rehobilitation plans and that we should take
positive steps now to prevent sucli an occurance.

10. I would like to suggest that there are two cardinal principles
wiaich should be an integral part of our reconstruction plans, so as
to insure that they have the whole uearted and ..ctive support of the
nass of the Korean people, The first of these is, wuanifest social
Justice based on f.ir shares both of sacrifices and benefits. This,
of course, is particulerly difficult to achaieve in dealing with an
inflationary situation, but for tlhiat reason it is all the nore in—
portant tuat we should continuelly nake conscious efforts in this
direction,

1l. For example, it is irportant thet the benefits of the eceononic
aid which is being brought into Korea shiould flow down to tue general
populace, and thot everyone siiould be awore thut tuils is happening
and should not have any suspicion that the aid is benefiting only

a few privileged persons,

12, 1 have been considering the whole question of the wage price
problem and at tie progressive deterioration in real wages, Of
course, a war-tine econumy neans siortages of consuuer goods and a
lowering of standcrds of living, but I believe the workers understand
this and will abide by it so long as there are fair shares all
around: That has proved to be tlie case in other countries, A con-
dition tiaat may lead to serious unrest will be for wages to be pegged
wille prices are allowed to soar, and for the workers to see their
own standards falling. I realize that there is no one siuple answer
to tuais problem, but is one that baffles econonists everywhere, and
it is necessury for all sectioms of the community, particularly the
wege earners theuselves, to cooperate in finding the answer, It is
extreuwely difficult to give precise figures concerning wages as

nuch of the source naterial is unreiiable or mislecding. The Bureau

of Labor naintains no wage statistics. All statistics are gathered
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by the Bank of Korea, and 1t relies on returns compiled by the en~
ployers, Further, iost figures of weekly woages are liable to ad-
Justment, either upwards or downwards owing to welfare itens or
allowances »f one kind or another. In scme cases, part of the
wage would be augnented by products of the factory either given
free or sold to the workers at cost price., For example, a textile
factory, in addition to the wages each adult received uonthly, 20
yards of cotton cloth sold to hin at 850 won a:yard, which he could
resell at about 3000 won a yard on the narket. Estinates cited by
governnent officials, trade union leaders vary frou 300,000 won to
600,000 won as ninimun monthly expenses for a fémlly of five, In
order to bridge the gap between earnings and the cost of living,
all uenbers of the fanily wio can contribute to the fanily budget«
There is no general method for deteruining wages either by govern—
nent order or by volun£ary negotiation, The bulk of industry —
particularly the basic industries—is state owned and there is a
wide difference betwecn the miney wages payable in public and
private industry. The wages paid by private enterprises are very
iuch higher than those payable for similar grades of governnent
establishments. The governnent itself has the u1eans to provide a
renedy administratively.

13, The second cardinal principle, I consider to be an intergal
part of reconstruction plans, is close cooperation with orgenized
opinion, particularly itie Chambers of Coumerce and Indusiry and

Trade Unions, in all aspects of our rehabilitation plons,
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UNC LOGISTICAL SUFFORT CF ROK sRMED FORCES

INTRCDUCTION:

In discussing this subject I will state the problem, its
scope, the supplies furnished directly te ROKA from the U. S. army,
the supplies furnished to ROK Ammed Forces via U. S. aid programs
and the conditions involved.

PROBLEM s

The logistical support of ROK Armed Forces by the UNC is a
problem of supplying necessary ordnance, quartermaster, engineer,
transportation, signal, medical and chemical items in quantities
sufficient for current operation and of using Korea capacity to
a maximum. IIIIIIIIIIII
SCOPE:

The present strength of the ROK .rmed Forces amounts to a
total of 331,000 men, the breakdown being 300,000 for army, 5,000
for tir Force and 26,000 for Navy and lfarines. In addition to
these forces, there are 70,000 to 75,000 in the Korean Service
Corps, used as laborers in the forward areas by UN Forces. This
makes a grand total of 401,000 to 406,000 men to be equipped.

DIRECT SUPPLIAS TC ROKA FROM U.S. LidY:

411 arms, ammunition, vehicles and specialized military
équipment which Korean industry is incapable of producing are
supplied directly by the U. S. Army to RCK4i. Table No. 1 is a
current inventory of all such items held by RCKA. In addition,
thereto, ROKA has an adequate supply of ammunition for the

weapons listed. . This inventory is comparable to the weapons and
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equipment necessary for teh s£aqdard U. . S. Army infantry>divisiohs

except for tanks, heavy mortars and specialized equipment. Ships,
air planes and other specialized equipment for ROKN and RCK:F are
supplied directly by the U. S. irmed Forces.

SUFFLIES TO ROK ARLED FORCES VIA U. S. 4ID PROGRaMS:

The U. S. program for supplying military requirements to ROK
ktrmed Forces includes raw materials, semi-processed commodities
and finished products. These are distributed to Korean industry
and are processed for ultimate military use. Due to the critical
nature of these supplies, in many cases, it was decided to procure
outside of Korea in.order to insure satisfactory deliveries because
Korean industry is hampered with its problems of finance, poor
management, power failure and low efficiency.

The cumulative total of raw materials alone placed on procure-—
ment contract for support of ROK Armed Forces amounts to a total
of 42,307,874 as of 26 February 1952, of which approximately 84%
or $35,605,558 has been delivered to Korea. Some of the important
items in these deliveries are uniforms, rations, biscuits, cloth,
yvarn, mess kits, blankets and a variety of raw materials. In
addition, thereto, the RCK irmed Forces have received from EUS:K
materials valued at $12,928,300 for the period 15 March 1951 to
15 September 1951, . For ROKAF, procurement has been directed in
the amount of $304,288.

The problems of Korean production for military use have been
discussed under the subject of Korean industry.

CONDITIONS:

In many instances, finished products reguired by the ROK Armed
Forces for which raw materials were supplied by the U. S. have not .
been manufactured in Korea. The cause of such a condition is that
the ROK Government has failed to provide necessary funds to cover

processing costs in Korea. For example, adequate supplies of
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caustic soda and tallow have been Pfdvided for the manufacture

of soap, but the ROKA has not reéeived minimum issues of soap
because the ROK Government has provided less than 50% of the

funds required for the manufacture of the soap. Periodically,

the manufacture of uniforms has been curtailed because of lack

of funds to process cloth for which raw matefial, yarn or cloth
has been supplied. Lack of timely essential information by ROK
officials affords some justification for failure to make

necessary budgetary provisions forymanufacturing costs, particu;
larly, because of their inexperience in providing for the logis-
tical support of a modern army of 331,000 men. Without complete
factual data on deliveries made to the ROK Government for military
uses and sound methods of management, there is a natural tendency
of ROK Government authorities to ignore such programs and divert
materials to other uses. Likewise, the ROK Government officials
disregard U. S. programs for the establishment of essentiai
requirements for Korean industry to manufacture military and civi-
lian items, The RCK Government docs not scem to wish to recognize
the costs of the U. S, as a proper and valid charge in support of
their country.

Supplying the requiremcnts of 331,000 men in the Korean Forces
and 70,000 to 75,000 men in the Korean Service Corps is divided
into rezlly two categories, namely, direct U. S. irmy supply of
specialized equipment which Koreean industry is incapable of pro-

ducing and supplies from Korean production manufactured from basic

materials furnished via U. S. aid programs. The first category

operates smoothly but the latter is complicated by the many pro-
blems created in the utilization of Korean industry. It is not
possible to issue directives to a sovereign nation and this fact

in conjunction with the Koreans ! inexperience develops the bogging
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down of a month flow of Kérean manufgctufed goods for military use.
Every effort is Being exerted to have the ROK Government resolve its
budgetary problems to permit its industry to operate to_bgst advantage
for the support of its own nation. In a nut-shell, the U. S. supplies
materials with which Korean industry can produce military require-
ments; however, lack of planning hampers the Korean war effor@. The
proper logisticzl support of the ROK Aarmed Forces is focused on the
speedy execution of 211 plans for the economic rehabilitation of
Korea, and on Korea's willingness to accept its own responsibilities,
fiscal as well as industrial, so that the U. S. aid programs can be
reduced to the minimum, keeping in mind especially the elimination

of 2 miximum amount of semi-processed and finished materials which

Korean industry itself can produce by applying a miximum effort.
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TABLE NO, I

CURRENT ROKA INVANTORY OF U.S.

ARMY EQUIPMENT

30 Cal, Machine Guns
50 Cal. Machine Guns
M-l Rifles

30 Cal. Automatic Rifles
Carbines

105 mm Howitzers

155 mm Howitzers

60 mn Mortars

M-36 Tank Destroyers
Powered Vehicles
Walkie Talkies

Radio SCR 300
Artillery Radio # 609

Telephones

2,500
3,200
120,000
4,700
73,000
234

78
1,157
77
10,243
4,400
370
1,600

8,000
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DISCUSSION OF A PROPOSZED PRCGR/i DWVELOP AlD

FAUIP ROK ARMZED FORCES SO THZY MLY ASSUME TNw=

CREASING RESPOMNSIBILITY OF THZ ROK - PCLITIC.L
AND ECONCMIC

Discussion of a Proncsed Program or for that matter any

program to develop and equip the ROK Armed Forces to assume

increasing responsibility in Korea requires analysis of our

present position and some of the past events which have brought

about the present situation. In bold terms, the mission in
Korea now incluces not only repelling Communist aggression but
also involves a responsibility to create insofar as practical
those conditiuns in Korea which will effectively prevent a
repetiticn of Communistic Armcd aggression,

The ebb and flow of military opsrations resulted in-a

complcte demoralization of government as we know it. Korea has

been saddled with a war it cannot afford., Faced with unpopular

and distasteful <duties, ROK officials have temporized and have

adoptcd courses of action which were deemed expedient at the time

and least damaging to themsclves, Regulation of the economy

as we hove been accustomed to in the U, S, in time cf war, has
been and is now lacking., ROK officials arc distrustful of the
future of Korea, hove little foith  in their potentinl going
alone, and many of their cofficial actions indicate that flight
of personal capital to other lonils is the prefercble course to
insure future well being. It is casy to condemn and criticisc

many of their actions, However, the ROK Gevernment is the

existing government in Korea and whether we like it or not it is

the government with which we must Jenl., Its character is known

and is a conditicn to be reckoned with and not an excuse for
confessicn and aveidance,

ROK can supply the man power for any army reasunably re-

quired., This is so for many rcascns. Vorking for the Government
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is not profitable if you would remain trustworthy in the
American sense and still eat, Industry is politically

inclined and a precarious occupation unless you maintain and
cultivate the right pclitical affiliations. Deconcentration
and décartelizaticn are unheard of or are "Yankee peculiarities”
at best. Farming is confined to the elder son who usually takes
over the family farmm cn the father's demisc. Basically, the
ROK soldier will fight fcr those who feced and clothe him,., The

Korcan is not too excited about politics. He's becn miscrable

uncer all types of regimes. His likes or dislikes have a
simple personcl equation,
Any program for the development of 2 ROK Army equipped

and trained to maintain the integrity of Korea should include
specific well-planned basic policies to insurc permonent success,

l. Government should have sufficient revenue to feed,
clothe and equip the Army with those items which we do not provide.

2. Government should accept its basic responsibilitics
for the ROK Army.. To do this, taxes must be collected, grain
must be purchased, and prices regulated, Govermment should adopt
the ROK 4rmy as its own and cease to regard Korcan soldiers as
mercenaries fighting for and the primary responsibility of the
United Nations.

3. The ROK economy must become 2 self-containing
economy, In its simplest terms, the Korean government must get
the money for anything leaving Korea and Korcan Army Requirements
must be met first and not last in competition with the civilian
eccnomy.

4. Mcney must be the accepted medium of cxchange. Its
value in relation to the Jdollar or any other currcncy cannot be -
effectively regul~ted unilaternlly by the U, S, or by half-measures,

A ration allowonce of 500  per day for a ROK soldier means
little in relation to yen purchases of fish from the ROK fisher-

ies by Japanese or MPC purchases of goods in Korea which have
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bcen procurcd by ROK fishorics with yen received from the sale
of fish, The only result is the ROK Army dces not eat since the
ROK fisheries can usuclly moke more monsy from their catch by
sclling to Japan rather thon to the ROK Army,

5. U, S. or UN ossistance must be placed strictly
and effeetively in the catogory of assistonce. It cannot
beecome a windfall for collecticn of taxes or grain, perscnol
profit, or political aggrandizement.

6. Menufacturing operations in Korea must be placed
on a business basis, Raw materials must be supplied on the
basis of firm, cxecuted supplicr cuntracts for which payment
is receeived by the contractor cn delivery of the goods,

7. The organization authorized for the ROKA must be
agrecable to the ROK Government and reasonably within ROK
capabilitics, If extranccus administrative echelons are included,
U. S, standard installations inflicted, cr technical troops
beyond ROK capabilities added, the result may only mcan that
both the Gevernment an! the Army will be unhappy 2nd thereby
beceme good materisl for disaffecticn.,

8. administrotive control of the ROK .rmy should be
decentralized, Top ¢chelons within ROX who are concerned with
the ROK Lrmy must first have sufficient pcrsonal income to be
honest and second, must be sincere, trustworthy and competent
soldiers, The Army should not be a stepping stone for a political
carcer or become a peliticzl football, if it is to be reliable,
We cannot compromise with petulance, corrupticn, or self-interest,
in official circles if we are to be successful,

9. Government in Korea should permit administration
of the logistical rcquircments for its army on a basis of demon~
strated efficiency.

10, A4bove all else, our policies should be simple,
basic and categorical., Conditions should be accepted as they are

and are acticns based therecn., Firmness and infinite patience

with ROK intransigence will be required.
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after a governmentnl bosis has been established for
development of an effective military force in Korea the economic

censiderations still remain and these problems are formidable,
Korea connot afford a modern drmy. Its industry is disorganized,
vested, ignorant, inefficient and unreli:ble, Little, in ad-
citicn to the existing program, c2n be provided in Korea without
major capital reconstruction, expansion, and investment. Train-
ing for industry in most cases must start 2t the beginning. Most
raw materials are not produced nor arc they available lccally
but must be imported with forcign exchenge. For many years

to come cnd-products may have to be provided from cutside of
Korea,

Here again basic funcamental categorical policies are
indicated. The problems arc distinctly long range.

The assistance required cmbraces every majcr industry
essential to war preoduction and most incustry essential to
economic self-sufficiency, Repair and rehabilitation of exist-
ing facilities present major problems, By comrarison, the True
Metor Company in Washington, D. C., is not now repairing lodel
"T" Ferds of the 1910 vintage with spare parts from its own
stock bins, In Korea, in the textile mills, we find inoperable
looms where the manufacturer is unknown, the spare parts non-
existent, This situation would requirs designing and fabrication
on the spot to accomplish repair, Yesterday, the matter of taxa—
tion was discussed with respect to sewing machine parts, This
particular survey contained a rccommendation requiring $150,000
for spare parts. The high ccst resulted from the fact that only
a few of the requircd parts were available in Singer stocks, and
a few more cculd be obtained frum Japanese sources. However, to
place all machines in opcration that were inspected would have
required complete fabrication of most parts in the ZI since these
parts are no longer manufacturcd nor are the patterns in exist—

ence for the antiquated machinery still in use in Korea,
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Industrial production becomes a fantastically involved

affair in a limited weak econcmy. Coordinaticn of effort must

be developed to an unusal degree, e cannot make a2 uniform in

a sewing plant unless we have power, The power is not avail-

able without coal, The coal cannot be deliveraed unless transpert-
ed by rail from supplies delivered to a reilhead, Coal cannot
move to the railhead except by bucket cenveyor and unless mined
by the miner, Therefcre, if we omit a miner's head-lamp cr a
stove bolt in a coal bucket from our prcgram, the ROKa does not
get the uniform intended irrespective of the amcunt of cloth

we have laid down in Kerea,

Development of industry in Korea is not a hopeless or
impossible task., It is a difficult one, primarily because it
fowust start from scratch with the simplest and most basic necessi-
tiecs. We can make socks in Korea only because of UN support,
supervision, technical assistance, leading, guiding, cajoling,
and demonstrating. The sock making will discontinue without our
continuing detailed support and supervision., Actually, making
socks is a major accomplishment., More intricate ond items will
require much longer,

Vested property in South Korea is a major stumbling block
to expansion of Korean industry to meet additicnal logistical
requirements of ROKA., Over 160,000 pieces of real estate are
still contrclled by the Government and used for political ends.
Textile producticn could be expanded with introduction of some
minor textile machine parts, However, since most of the govern~
ment owned mills are operating in some fashion, we are faced
with disinterest in the inclusion of additional parts in our
program. Competition with the Government by rehabilitation of
private industry is not too greatly desired, Monopoly is the
accepted industrial organization and makes progress at times

exceedingly difficult,
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A first and foremost requirument for incruascd preduction
is power. The power shortage in Korea must be resolved scme
time. The Jacona has been producing essentinal supplemental
power im Korca since World War II., It is costly to operate ~nd
offers no permancnt solution.

When establishing our ruguiroments for ROKA from the ROK
economy there is no particular segment which can be considercd
alonc. Korea is an ogricultural country. Its normal cexports
are focd grains, tungsten, graphite, and some low grade ores,

A balanced economy - imports and exports - would require export
of almost one million tens of grain nt the present time, Korea
cannot permancntly exist free and democratic with a trade deficit,
Development of industry should be coordinated with the trade
demands of this area of the world, Scrious dislocations now
exist. Butiminous coal wes available from Sakhalin 2nd China
pricr to World War II, Japan cannot produce Korean require-
ments in addition to its own, Similiar basic problems arc
actually presented in the paper, fertilizer, and mctal incdustries,
It nmay appcar “far-fetchecd" to censider fertilizer in connect—
jon with support of ROKi. However, no fertilizer results in no
cotton or no grain and again the ROK soldicr finds himself short
his ration or his clothing., Ccntinuaticn of the present ROK
producticn for ROKA is basically dependent on cur sugport. any

’

substantial increase in production will require a complete
evaluation of the entire ROK cconomy, basic rchabilitation and
new construction, Troaining and education therefore are essential

for the simplest tasks,
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.r, .eyer, and other unembers of the Unified Comiand aission,
F_+¥ ond its facilities ere aveileble to assist you in your efforts.
In thet co.nection, there is & 5th /F hesdiuerters in Teegu adjacent:
to 8th Lrmy headquerters. Generel ..erburton, who is here today, is
in command of this headquerters,

There are .four pos31ble locetions in the world for controlling
centers of power. They are on the east and west sides of the two
continents in the iorthern 18szphere~ .orth Lnerice end muresie,
One of “hese locetions northwestern U.3. cnd southwestern Canade,
is not & center of power for verious reasons such as the mounteins
thet fringe the cosst, These locctions are determined by the rele-
tionships of lend masses exd oceans et & medien latitude, The South-
ern Hemisphere is eliaineted from considerstion bescuuse it docs not
contain enough land et the eppropriate latitudes.

The centers of power in control of the world todey rest in three
crees. Lhesc erers sre: (1) Worthesstern Inited Stetes, (2) imurope
end (3) Jeper, ¥ores cnd .orthcastern Chint, They cre all in the
seme letitudinel belt vhich inclnudes Tokyo, Pekin:, Shanghei, Wosh-
ington, Chicego, «ew York, 3erlin, London, Feris ind .oscow. It
ig th=se¢ letitudes thet heve the clietic conditions thet sre necessw
cry, fccording to studiecs thet heve buen neds, for the grestest numan
physicsl e-d aentel e¢bility, the ¢ nters of power in the world his~
toricelly heve greduslly moved nortiward for e psriod of cbout five
thousend ycers, rnd they have now cose to rust boeruse further north,
the climrt: is too cold,

Korce is often thought of e¢s o distintg vlece of little impord,
yot this country is right in the niddle of onc of thise three greot
powcr cinters, Lor thet resson, if for no otaer, we should look
upon Xoree vith very gruwt intorest, In the long renge view,
sssuming we want tho zepublic of Korer o reucin on our side,. we
should be willing to put into Korcr fore then wa <xpect to g t out,

terms of trede or dollers, for some timc to comcs

The commission hes hoeord meny reesons why “orea is not now self
-supporting, but shc is not going to stay that weye It will prceubly
trke quite « while for th. chinpe to toke plice, howsvor, most of the
velue to us end the world of her loc-tion is yet to bo rcclized. One
cenrot justify the cxistenec of Londor cnd Wev York on the besis of
belinced physiesl oxports snd imports. Duc to their locctions, they:
heve contributcd fer mor. to the world through their ment:l sccumen
then thoy heve by tny, industrics es sgriculturce cnd gurmunt mekings
The same thing is trus of tho other greot citics ¢nd ecrces inthesec
thr o power conturse They tre fer from wholly supportcd by whet
they crn pro ucc out of the ground or .aenufectur., iiwch of thoir
strongth end velud coxs fPreon.commercee, governmont, cduection, the
proTassions £nd verjous scrvices,

; The cconomic structurc of the world todr s is orgenizad into

whet might be crlled primery, sccondery end torticr, industricse The
primsry industrics mey be duefincd s sgriculturs, forcstry ond fishe
ing; the scceondary industrics ss menufecturing, mining ind bulldlag.
the terticry industrics, which e¢rc found in higher propertiouns in
rdveac d countrlps, perticule rlv the United Stites, include the scr-
wigus, commerce, trinsport snd intolleetusl ficlds such :s tac pro-
feasions, cducction snd govirnment, )
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R The tertisry industrics contribute most -to the edvencement of
o civilizetion snd the¢ culturce of the world. Thet is why the lnited
w0 Stetes is @ world leeder cnd that is why other great neations heve
lad, They heve gotten jinto this third area, have gotten e goodly
partion of their cffort up out of the primery end sccondary erces,
Koree is goint to be there some dey meking contributions roughly
proportional to her size as comparcd to the rcst of the Lsirtic
power center.

Uuring the sessions so fer, I heve frequently noted the words

"sovereign" end "independont” in reference to Korea., Of course, we
£1l subscribe to the use of those words, However, the United States

, ’ hes gong sround = big corner in her internationrl effeairs, &nd the

: overriding phresec todey is 'collective security' £nd our country has
made seversl arrengements with ' collective Security' s the dominont
factor, the first of thise being subscription to the Cherter of the
United Hetions. we8h poet hes put limitetions on our sovereignty and
independence. We heve willingly erfered ints them becfuse the days

, of independent fnd sovercign cction during war ere gone forevers

‘¢ snck concorted ection, end I understand thet it is the mission
of your group to resch sgrecnents with™he Republic of Korca wherby
joint ection will bc to the benefit of both perties.

I mention thuse points with diffidence end in the hope thet conside
eration of thom by both sides will contribute to the succes of your
mission. ’ : ~

From the rir point of vicw, the southern half of Korea is of
high importence to the Frr Lnst Air Forces, the Fer Lest Commend,
Jepan, the Unitcd lietjons Commend end the United Stetes. Japeonese
policy, for the lest hundred yeers emd probebly much longer, hes
been to have a fricndly Korea. She has fought severel wars to imple-
- ment this policy, end we arc fighting one todsy to the same effect.

The advert. of the eirplene greatly increased the nccessity for
this policy. Thc vulnerebility of Japen to air atteck increases with
gvery mile thet sn enemy cdvences down the Korern Peninsule, Conversely,
advence up the Pcninsule increased the vulnerebility of China, Men-
. churie end Asistic Russia. ‘

We have secen Communist Chine's reaction to advenccs toward the
Yelu, and Communist Chine undoubtedly intervensd with the full support
of the US3R. The dispositions and employment of the Communist Chinese
land snd air forccs in Forea mwd lianchuria show thot the enemy hes
abandoned, for ten months at leest, the ettempt to push us out of Kores,
The enemy is dopgedly meintsining e lend front under most unfavorable
condjtions while his sircraft slmost wholly restrict themselves to &an
outer defensc of the ienchurien border snd the thin conmuniccotions
link with the USSW thru Menchuria,

In peace snd wer, the sir base system which we have developed
and erc developing in Korea js a veluable asset to the security of
the Unjted Stetes position in the Far Eest, ¥With minimum maintenance
it should be useble for meny yeers to comes It is modern and hes
been developed for jet eirersft, in lerge part. The sirplene has gone
around its big corner for some time to come,

I heve taken morc time then I should heve beceuse 1 know you
went to leern ebout concrete eir arrengements in Kores, I will conclude
these remerks by saying thet the Air Force of the Republic of Kores
hes proven itself in bettle,

Please lot me introduce ajor Bacon, Plsns Officer in the Fifth
Lir Force, who will put some meet and bones inside the skin I have
stretched,
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1. During the three day period immediately following the
outbreak of hositilites, the Republic of Korea Air Force flew a
total of seventy~three combat sorties and dronped two hundred
seventy~four Korean made bombs, 4pnroximatelw fifty percent of
these sorties were made bv moonlight and results indicated four
small bridges destroved, three ves-els destroyed, besides killing
an estimated one hundred twenty enemy personnel.

2s On 26 June 1950, Far East Air Forces then deployed on bases
in Japan, the Ryukys, Philippines, and Guam and charged with the
responaibility of air cefense of the Far East, carried the air way
to Korea, On 27 June, United States Air Force aircraft destroyed
6 enemy aircraft in the air, and on the 28th, Far Last Air Forces
conducted attacks on targets in the MUNSAN area drom airfields in
Japan and Guam. Similar attacks were continued daily, until on
24 July 1930, Fifth Air Force in Korea was established as a major
operational command of Far 7ast Air Forces, From that date until
the present, Fifth Alr Force has maintained its headquarters adjacent
to that of the Eighth United States Army in Korea, and deployed its
units in such a position as to maintain operational effectiveness
in accordance with its assigned mission.

3« A4t the outbreak of hostilities, forces available to Far
East Air Forces for the conduct of theé offensive war, consisted of
6 fighter bomber squadrons, 2 light brmber squadrons and one medium
bomber wing., Today, the offensive force of Far East 4Air Forces
employed in the air war of Korea is as follows:

CHART =~ TACTICAL UNITS (Tab 4)
and
CHART~ UNIT DEPLOY!ENT (Tab B)

4. Assuming a familiarity with the tactical situation which
has existed throughout the camvaign, and the fact that United
Natlons Forces have vo-yo'!'d back and forth, the entire length of
Korea, we may then discuss the development of air facilities.

5« During this conflict, Far East Air Forces have developed,
in varying degrees, 31 airfields in North and South Kerea, !Many
of these fields were only intended as temporary sites from which
to stage air operations in a rapidlv changing situation, The
majority of these have since been abandoned and returned te the
rice paddies from which they stemmed. 4 few fields were in North
Korea, which have of course been lost to the enemy, None of these
have ever served a useful purpose to the enemy, since we have
continually denied their employment to the Chinese Air Force. -

6. Far East air Forces today maintains a system of zirfields
located and developed so as to be of inestimable value to the
conduct of offensive and defensive operations in and from South
Korea, ’

CHART - AIRFIELD DEVELOPIEKT (Tab C)
and
CHART =~ ATRFIELD FACILITIES (Tab D)
e -
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7. !lany of these airfields are developed as major operating
bascs, with complete facilities for sustaincd opcrations. Those
selected as sites for the conduct of defensive type operations
are developed accordingly, with medium length runways designed to i
accomodate interceptor trvc aircraft, ‘‘hereas those specifically , '
earmarked to support offensive operations have Meen developed with '
longer runways to facilitate take-offs with tremendons ordnmance
loads. Interspersed throughout the system are accomodations for
such other activitles as reconnaissance, troon carrier, cargo, and
rescue operations, ‘e are currently engaged in the development
of three new airfields, locatcd ond designed to provide an even
grcater capability for the conduct of offensive and defensive
operations, These are loeatcd at CSall, CHORW(I, aND CHCIG-JU, Many
of the airficlds were developed as an interin nmeasurc during a
fluid situation, Theyr served their purpose well., Others are now
maintained as purely cmergency and standy bascs, Several are
maintained as developed, solely to support army requirements for
resupply and air-evacuation., It should he borne. in mind that thrse.
airfields are not necessarily locat.d at ontimum npositions in Korea.
Terrain, cost of development, and the availability and valuc of land
had played an important vart in the sclcetion of sites. "anv of the
airfields were former Japancse air bases. Thcsc have in manv cascs
been expanded to accommodate modern jet and bomber aircraft,

8. An cxamination of the ning i
fields may reveal to vou a portion of its value for any ncgotiatory
purposcs. Accurate cost data incidental to the development of
these air facilities is not immediately available., Total
expenditures for airficld develorment must include cstimates of such
items as freipght, and in many cascs the distribution of military
labor cost has not becen specifically charged to a particular
installation,

he cost of developing one of these air-

CHART - L3TIIaT:D COST OF OSall AIRBASE (T4B E)

S« Our analysis of air facilities in Koreca is incomplete un=
less we consider headquarters installations, and the most essential
off-base aircraft control and warning sites as well as sites for
navigational aids and metcorlogicql services,

10, Currently vic are maintaining an advanced opcrational
headquarters in the Cityv of Secoul, Xorca, This hcadquarters is
housed in buildings which were formerly occupled br the medical
school of Seoul Universitv, It is docated directly across the
street from Headquarters, Eighth United States Army in Koren
(Advanced), ‘e maintain our administrative hcadquarters in similar
facilities in the City of Taegu, Korea. There again, located
adJacent to the rear headquartcrs of Eighth Army,

11, The aireraft control and warning sites that I mentioncd a
moment ago are a vital assct, both in the conduct of current
opcrations and as an integral part of the air defense svstem which
could be used in the defcnse of Korea against future acts of
aggression, During an armistice, one of the primary missions of
Far East Air Force would be to provide air defcnse for the United
Nations Command and the Republic of Korea, I% --:1¢ be impossible
to execute this mission without the retention of all existing radar
sites, and the possible addition of others, To graphically portray
the capabilities of our cxisting sirerdft contrel and varning system,
I have prepared this chart to illustrate the extont of Early
Warning coverage and the sitcs which are required to achieve it,

CHART-4IRCRAFT COITRCL AID JARNIHG COVERAGES (T4B F)

The mejority of the cquipment located at thesc sites is transportable
but not necessarily mobile, This is beccause mobile equipnent has not
becn readily available and becausc the terrain is not suitable for
its employment, I!lost of the sites are situated on the tops of
mountaing, inaccessiblec by road, The equipment has been transported
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by Forcan labor using the familiar A-Frame.

12, To date, Far Iast air Forces has, to a large cxtent, relied
upon Li hth Army to provide sites and fa cilitics for the location
of airfields and other installations in acrcrdance with Far Zast
Air Forecs! requirements, This mission has been azsigned to Zighth
United States Armyv in Korea by General Hecadquarters, as incidental
to Army loglstiCdl support of Far East.Air Forces opcrations. Under
guldance furnished by Eighth United States Army in Korea, Far East
4ir Forccs has rofrained from hmaking any agrecments for base rights
at these sites, since thesc agrecments might be construed as an
indication of our intent to pay for land and facilitics thus
acquircd,

13. Uhile undoubtedlv the real estate used in developing airfields
is of value to the agricultural eeonomy of Lorea, the value of
these airfields, as currently developed, will prove to be of great
value to the Republic of Korea, both as a militaryv asset for defense,
and a civil asset for the growth and develooment of civil aviation.
Some of these airfields will undoubtedly not be required in cither
case, in the period following a political settlement of the lssues
at hand, The value of the land on which the aircraft control and
warhing sites and other navigational aids are situated is vnknown.
Any agreement made during the war should provide for the acquisition
of property and facilities as required for the conduct of
military operations.

l4. Thus far in our discussion, we have confined our comments
to the activities Bf United States and United Nations forees in
the Korean conflict, “/e have touched “riefly on the activitics of
the Republic of Korea Air Force in the carly stages of the wer, That
same organization, which was ready to meet the threat of aggression
with a pitifully small but neverthelcss effechive force, has today
demonstrated its ability to conduct effective tactical air operations
in the ourrent conflict,

15, Organized 1 April 1948, with only seven members, the Republie
of Koroa 4Air Forcc was originally known as the Army Alr Corps.

16, During the period 1 April 1948 to 13 September 1948, the
Republic of Korca Air Force grew in number until a total of 414
officers and airmen was recached; however, no aircraft were available
until 13 September 1948 when ten L~4 aircraft were assigned, This
force was furthcr augmented in December of 1948 with the receint of
ten L-5 ajreraft,

- 17. The Republic of Kerce Air Foree became independent of the
Army on 1 October 1945 and at that time had a total of twenty
alreraft, and a personnel strength of eleven hundred officers and
airmen.

18, During thc month of llay 1950, ten 4T-6 aircraft were
purchascd from the United States with funds contributed by the
people of the Republig of Korea and so, at the outbreak of
hostilities, the Reprubliec of Korea 4ir Force was able to muster
total of twentv—two aireraft,

1¢, Four hundred officers and men had more than three years
experience in the field of aviation with foreign countries prior
to 1945.

20, Early in July, ten F-51 aireraft were ferried from Itazuke
Air Foree Base, Japan, by Republic of Korea air Force rilots who
had had only two days tran-ition training, 4arriving at X-2 on 2 July
1950, combat missions were flown the next day, and enemy forces
along the western front North of Taejon and South of the Han River
were attacked, as ninetv-one sorties destroyed seven tanks, twenty-
five vehicles and killed three hundred sixty enery troops,

mgmpepe——
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21. Vhen Unitcd Nations Forces landed at Inchon, the Republic
of Korca Air Force moved North to K-16 and attacked the Pvongyang,
Shiniju, Kange, and Anju areass In forty sortics, forty vehicles
were destroved and 50 enemy troops were killed,

22, The 6146th Air Base Unit of the Fifty 4ir Force was
organized on 27 July 1950 to support the Republic of Korea 4ir Forcea
The relatively few skilled technicians in the Republic of Korea Air
Force made it necessary for the 6l4éth to perform man supply,
maintonance, and opcrational duties for them, This organization
hes been dircctly responsible for guiding the development of the
Republic of Korea Air Force to its position today.

23, Originally, authority was provided for the transfer of ten
Fef1 aireraft and the necessary parts, supplies and rcplaccment
aircraft to maintain the unit at the assigned strength of ten air-
eraft, A4 similar authorization was made to maintain a level of six
T-6 typc aireraft on loan to the Republic of Korca Air Force to
partially replacc the ten aircraft which their government purchased
from the United States and lost in combat, ZLater the authorization
was inereascd to twenty F-51's where it now stands,

CHART - REPUBLIC OF KOREA AIR FORCE (T4B G)

24, As T pointed out a moment ago, thc Republic of Korca Alr
Forcc today posscsses 35 combat rcady crews with many more in
training, ‘e believe they can now support 32 F-51 alrcraft in combat
and have rccommended the authorization for issue of .the 12
additional,. and parts and rcplacements to go with them. This will
place them at a strength comparable to a United States Air Force
fighter squadron., The combat element of the Republic of Korea Air
Force has done extremely well and have a definite contribution to
the war effort, '

25, In addition to the activities mentioned as directly under
the jurisdiction of the Republic of Korea Air Force, the Republic
of Korea conducts weather forecaster and observer schools at
TAEGU and operates nine observing stations, Fifty forecasters and
observers are currently undergoing training by the United States
Air Force. - This will be of definitec value to the United Nations if
the Republid of Koreca becomes a member of the United Na tions
supported World Meterological organization, which they should be
encouraged to join, .

, 26, Support of the presently consitut~d liepublic of Korea dir
£ orce will continue to be in accordance with cxisting policies,

27, The Republic of Korea originally contemplated a build-up
to a strength of 300 aircraft., This has been revised to the
attainment of an initial objective of one fightor wing, one training
wing, and a transport squadron, This requirement has been sub=
mitted by the United States Air Force to the Joint Chiefs of Staff,
To date, no decision has been made as to the establishment of a
rost war Korean Air Force,

28, Tojdate, we have made no committments which might be
construed as a United States Committment to underwrite a post
Korean Air Force,

29. Accurate records have bcen maintained for all items of
equipment and supplics furnished the Republic of Korea &air Force,
including the wages of all 4ir Forcc Persomnel connected with this
project, However, in accordance with current directives of the
Air Materiel Command, all invoices and shipping tickets, together
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with receipts for materiel furnished the Republic of Korea &Air
Force, have been forwarded uncosted to the Alr Matcriel Command.
S 4n accurate cost of all items of Air Force property furnished the
Republic of Korea can be provided in time, Tt should be noted
that the United States Air Force only provides those items which
, are peculiar to it, and all other common items of supply furnished

oo

the Republic of Korea 4ir Force have becn provided by the United
States Army,

e )
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2 FIGHTER BOMBER WINGS (6 SQS F-84)

V| FIGHTER BOMBER WING (4 SQS F-51)
| FIGHTER BOMBER WING (3 sQS F-80)
2 FIGHTER INTERCEPTOR WINGS (5 SQS F-86)

T | FIGHTER ALL WEATHER $Q (I sQ F-94)
2 NIGHT INTRUDER WINGS (6 SQS B-26)
| TACTICAL REGCONNAISSANGE WINGS (I SQ RF-51)

(I SQ RF-80)

SO RB-26)

| FIGHTER SQUADRON - RAAF ( METEOR )
2| ATTACK SQUADRON (  AD2 )
€| FIGHTER BOMBER SQUADRON (  Fau )
2| FIGHTER INTERGEPTOR SQUADRON (  F9F )

& FIGHTER ALL WEATHER SQUADRON ( F3D & F7F)
- I FIGHTER BOMBER SQUADRON - ROK ( F-51 )

| AIR SEA RESCUE SQUADRON (SA-16 & HS5)
| AIR LIASON SQUADRON (L-5 & L-9)
| TACTICAL AIR CONTROL GROUP (T-6 & C-47)
3 MEDIUM BOMB WINGS ( B-29 )

P

NOTE 1/ INCLUDES | SQUADRON - SAAF

NOTE' 2/ UNITS OF THE |ST MARINE AIR WING
SECRET
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" KOREAN AIRBASES

K-23%eK-24
K-22

ck:

osan ‘K42

PUSAN
TAEGY
POMANG DONG
SACHON
TAEJON
PYONGTAEX
KWANGJIU
KUNSAN
PUSAN EAST
CHINHAE
JLSAN
MANGUN
SUWON
X- 14 KIMPC
K-18 MOKPO
K-16 SEOUL
K-17 ONGJIN
K- 18 KANGNUNG,
K-19 HAEJU
K- 20 SINMAK
K-21 PYONGGANG
K-22 ONJONG Ni
K-23 FYOIGYSAG
K-24 PYONGYANG EAST
K-25 WONSAN
K-?76 SONDOK
K-27 YONPQ
K-28 HAMHUNG WEST e
X-29 AN
K-30 SINUIIY
K-31 KILGHY
K-32 OESICHON DONG
K-33 HOEMUN
K-34 CHONGJIIN
K-8 HOERYONG a0 ¢ D
K-38 KANGGYE
K-37 TAEGU
K-38 WONJU
X-39 CHEJU NO1
K-40 CHEJU NOZ

K-41 CHUNGJY

K-42 ANDONG

X-43 WYONGJU

K-44 CHANGHOWON NI

» LEGEND

K-46 HOENGSONG

K-47 CHUNGHON

K-48 IR CURRENT AIRBASES
K-49 SEOUL EAST . OCCUPIED

X-50 SOKGHG RI

K-B1 INJE

X-62 YANGGU
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FACILITIES

/ RUNWAYS / PARKING  /
@ & & w CONV OISP & / TRP HSG (iNDIvS)/ BULK STORAGE _ / MIN TACTICAL & £ %
NPV LENGTH & ¢ /9/ carasiuTiEs o © Ffod /& N 5 DAY STOCK N A S COMMUNICATION ‘y
T ~ g £y @ 2 o /S A CAPACITY XA @ O
&/ 9/ wiorte (P ég‘ S/ Tvee of arc f& & & & S" F3 £8 'S (E8g/  (oais) LEVEL REQ (BBLS) &g e DATA WEATHER &
. < < &~ ClNA AVGAS JP 4 ] AVGAS JP4 ~ <
K-1 forn] 6000 x 150 PSP ‘éi,s?giill" i) a tas] a 2351| 82 e | 13,000 ° ° ‘éﬁ“g‘;':‘g NONE N
~ 8100 X 100 PSP ALL TYPES TO I DOUBLE BUTLER TANK PROPOSED |GCA 2 HOMER| LANDLINE TELETYPE 24 HR OBS B
K=2 | OPNL loroposenscoo x1s0|  CoNe 82,500 o/w |39 B3 93| 27| g suEDs | 400|1037|3827 | cpp | 2,000 | 44,000 | 880 | 11,000 Ly Nrensrry|  vHr/OF VHF/EM  CW RADIO FORECASTING Y
_ i AL TYPES 7O ) HANGAR PIPE GCA HOMER TELETYPE 24 HR 0BS &
K-3 forw.| ss0e x 157 |cem conc|F| “g SOTER LD L g0 | 2 fas | 2 |\ MANGAR g ume | ©000] 20,000 | 1000 MeD INTENsITY] OG0 IO VHE/R W ADIO FORECADENG Y
_ F-51 4 HANGARS TELETYPE
K-4 JopnL]| 4923 x 197 |cem cowc|s o 32 9 A | 648 340 180 o TEMP NONE CLETYE NONE Y
K-5 |emer]| 3840 x 115 GRAV |F ! 50) 8 | 10| 3| 1 MNT HaneaR DRUM o ° NONE HOMER NONE NONE N
- F-5) PIPE HOMER TELETYPE 24 HR 0BS @
K-6 [opn| 4980 x 100 psp e tla 82| 3 21| 3] 1ascsHeD 1360 e | e.000 5200 0 [mep mrEnsiTY|  HOMER L LA PonECASING Y
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K-9 joent] eois x 150 PSP [®] “e2,500 ow | '2]7O[ 3 [%O] | asc swep | !29]480 |2243| ||\ |PrOPOSE 3600 O lweH NTENSITY e o VHF/FM  CW RADIO FORECASTING M
F-8i | HANGAR HOMER LANDLINE TELETYPE 24 HR 0BS &
- PAL| 4328 x 150 PSP B EY) 1 MNT 4
K-10 Jo 28 6 b 122 33| 3 I WNT sHoP | 542 | 763 1464 [TANKER| 13,000 400 O [MeD INTENSITY|  MOMER TN oAbl 18 R rorecastve |
PLANT ALL TYPES TO 3 A/C SHEDS LN PRS0 GCA 2 HOMER] LANDLINE TELETYPE 24 HR OBS &
- 9
K-13 JOPNL| 9000 X 130 | yxipsp (S “a2,800 orw | '3[ © | 3% | 3 || sinere butien| O'% [2499/1791 IRl 2,000 o) 2'° 8590 hugn TensiTy] | vee/oF VHF/FM  CW RADIO FORECASTING Y
- ALL TYPES TO I HANSAR & A/C SHEDS) PIPELINE LANDLINE TELETYPE 24 HR OBS &
K-14 JOPNL] 6200 X 150 ASPH |G 82,500 G/W 270( 16 | 73 | 7 | 00c anens onoen cons| 3946 160 | 264 raw can 6,000 | 20,000 2300 8100 HIGH INTENSITY] 5CA 2 HOMER| /EM  CW RADIO FORECASTING A
_ ASPH ALL TYPES TO — 24 HR OBS 8
K-16 Joem.| 4500 x 120 psp 19| “62.500 orw 92 23 3040{ 1024/ 685 | oRUM | 2,000 1400 O  |HIGH INTENSITY| GCA 2 HOMER| LANDLINE TELETYPE e e A, Y
- F-81 1 HANGAR £,000 GCA MOMER| RADIO TELETYPE 24 HR OBS &
K~-18 |OPNL eoo? X 100 PSP (Fy c-47 to9| 5 (39| 2| Lo chEDs |20 (356 ORUM no.d&sp 1500 MED mrsusmA VHF /DF VHF/EM W RADIO FORECASTING
_ - TANK LANOLINE
K-37 fopms.| 4335 x 140 AsPH e c-us 29 14 404 TRve NONE NONE o e NONE Y
K-38 |emer] 2700 x 100 9RAV |6 CoR s 2 DRUM NONE NONE NONE NONE lu
K-39 JEMEr]| 4000 x 3500 | sop |6 oME | wins DRUM NONE NONE NONE NONE N
A 5248 X 870 0D |6 _ OBSERVATION
K-40 |opm| £200 X 70 son |6 c-54 odE | wins DRUM TEMP HOMER cW RADIO TEA LY Y
K-41 Jemer| 3200 X 100 GRAV [a|  E-AT 6 3 DRUM NONE HOMER NONE NONE N
K-42 |emea| 3280 x 100 eRAV [F( ST DRUM NONE NONE NONE NONE N
K-43 [emer]| 3620 x 100 erav lo| | SdT 0 DRUM NONE NONE NONE NONE N
K-44|emer] 3400 x 150 | EamTn fp| €37 DRUM NONE NONE NONE NONE N
K-45 jemer| 3700 X 140 LTV 1] R 3 1 DRUM NONE NONE NONE NONE N
- F-81 HOMER LANDLINE TELETYPE 24 HR 085S &
K-46 JoPNL] 4800 X 100 ASPH |F o 791 7| 21| 3| 1ascsHep |ses 16 | orRum| 2000 1600 MED INTENSITY|  IOMER Ve o e a0 ‘rorecastine |Y
_ 4260 X 150 F-51 ; LANDLINE OBSERVATION
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- - 0BS TEAM
K-51 |emer] a000 x 150 [eRav cLav]e c-47 s 2 NONE NONE NONE woRrKkinG Wi ammy 1Y
K-52 | eMer] 4200 x 150 [GRaAV cLave c-47
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ESTIMATED COST OF OSAN AIRBASE

I. LABOR 4150 PER HR/PER MAN

| BATTALION — 60 WEEKS AT 10 HRS PER DAY (1000 MEN) § 6,300,000 :

I MATERIAL
A. PSP (2,600,000 SQ FT)-55¢ PERSQFT $ 1,810,000
B. CEMENT (213,000 BAGS)-%1.25 PER BAG 266,000
C. ASPHALT (200BBLS)-4§ 35 PER BBL 574,000
o D. AGGREGATE(QUARRYING FOR FUEL & MAINT ONLY)
% 2PER TON X 1.2 TONS/CU YD X 100,000 CU YDS 240,000
SUB TOTAL § 9,190,000 |
I.BUILDINGS
400 BLDGS X 3000 SQ FT PER BLDGX §3PER SQ FT § 3,600,000
UTILITIES
A. ELECTRICAL SYSTEM (INCLUDES § 90,000 FOR RELOCATION
AND POWER TO BASE) § 240,000
B. WATER SYSTEM 40,000
C. SEWER SYSTEM 30,000
D. POL 180,000

SUB TOTAL & 490,000

“Y EQUPMENT MAINTENANCE

BASED ON 3.5% OF TOTAL INITIAL COST OF EQUIPMENT

OR 4§ 2,900,000 5 101,500
EQUIPMENT AT TRITION on & 2.900,000 For €0
WEEKS AT 31% BASED ON 4 YEAR LIFE 898,000

25°% PER YEAR

SUB TOTAL § 999500

GRAND TOTAL § 14,280,000
NOTE NO CONSIDERATION GIVEN FOR LAND, FENCING, ACCESS RAILROAD & ROADS,
B COST OF DRAINAGE, PRELIMINARY PLANNING COSTS, ETC.
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A -
ROK AIR FORCE

ORGN & PERS AUTH & ASGD

AUTH ASGD
HQ 414 430
HQ SQ 280 320
5T FTR WG 1436 1128
2D RECON GP 573 406
IO0TH A B WG 688 615
AIR ACADEMY 600 54
80 TH AIA MAT 352 310
40 TH QM DEP 2075 160
60 TH COMM GP 244 248
50 TH AIR WEA GP 210 155
70 TH AP GP 280 350
AIR GEN HOSP | 56 193
P ACT UNIT 212 212
80IST INSTL SQ 80 45

TOTAL 5800 5326

COMBAT CREWS

| TRAINED TO DATE 42
- COMBAT READY 36
IN  TRAINING 1 75
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WeSTIONS . L [/ § ERS FOLLO 7.1t FutF 3. IEFIKG:

7. tt the present timg in the war situation, you are p:oyiding
certein logistic suyport to the KUK Lir Force, do your dircctives
provide thet during a perijod of frumistice, should one be obtained,
you can continue to provide the same support, or do you feel you can
do so during the period of actusl fighting?

L. e ere suthorized to continue the present support during an arme
istice. '

Qs tut you cennot incresse thst support?

£y lo sir,

Jdre SuYea: Do ybu require some sort of assurance for the use of
beses in Korea, sbove and beyond the current Uil operatiéns‘in korea?
I Yess The strategic value of South Korea is obvious, Therefore,
eny right of reentry or the right to retain military forces in Korea
is & metter to be resolved at the Govermmental level, The require-~

ment 1s obvious.

!”,,Q. »r—asr:rD
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Prepared by: Ccl. D. F. Buchwald
Deputy G-4, FEUSLK
9 April 1952

ROK SUPPORT OF UN FORCES _.ND F¥
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GENERAL:

Military Policy has been to secure supplies, facili-
ties and services from the ROK eccnomy for the obvious
sevings in shipping, time, money, men and the assistance
to the ROK economy. The most plentiful commcdity is
labor. Its employment has permitted the 8th srmy to
operate with considerably less service troops than were
found necessary from past experience.

The following Installaticns have been secured from

the ROK thru the G-5, ROKh:

Airports I
Office bldgs 66
Warehcuses 70

Tracts (1-775 acres) 142

Hotels | 25
Dwellings 171
Railrocad yards and 11
sidings
Schools (1-59 bldgs) 114
Landing sites 7
Ports with facilities 4
Factcries and com-— L2
mercial type bldgs
Fire statiocns 9
Bus terminals 2
Army installations 15

UNCLASSIFIED




Race tracks 3
Theaters 3
Hospitals 3
ifiscellaneous bldgs 173

Total 861

Occupaticn in forward areas is by preemption. Rear area

real estate is secured thrcugh assumpticn and understanding.

The principal Facilities available and employed by the

Ul are:

trocp

these

KNR

Telephone and telegrarh lines (after repair by the
U.S. of neglect and war camage.)

Cables

Fishing boats (emplcyed by G-2 personnel)

Utilities available are:

Electric systems (3 power barges supply much of the
input)

Water (Inchen, Seoul, Yongdongpo)

There is no reimbursement other than supplies and
labor which have been supplied in rehabilitation of
utilities,

Supplies procured in the past include:

Lumber; nails, pipe; pipe fittings; paper products;

reinforcing steel; bldg hardware; electric equipment; putty;

clay protucts; and miscellaneous housekeeping supplies in

small

amcunts.

Quarried rock, sand and gravel

Trees (Division areas as required; rear areas as
permitted by Hoadquarters 8th irmy, as military
necessity

Coal

KNR - copper, brass, small rail spare parts, and
miscellaneous rail replacements for rolling stock.

2

sommtiimicidime  UNCLASSIFIED



UNCLASSIFIED

Salt fish

Fresh vegetables

Red pepper, scy sauce, pepper mash and bean mash
Cigarettes

Ice

Stationery and office supplies
Chigas ("i-frames")

Chop sticks

Rice straw bags ;nd mats

Spare parts for field range fire units
Spare parts for gasoline lanterns
Spare parts for bath units
Spare parts for ccts

Packing and crating material
Typewriters (Korean - 2 only)
Printed matter (psyc war)
Rubber stamps

Bushings

Bolts & nuts

Springs

Bearings

Boxes

Shackels

Inner tubes

Washers

Wire

Piston rings

Bumpers

Chains

Chocking bloucks

Hinges, etc,

Charcoal

3
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Peat
Glass
Cement

Services:
Stevedores
Pilots
KNR
KsC (75,000, etc.)
UN Cemetary Services
Interpreters
Laundry and dry cleaning
Janitorial
Salvage operations (brass, etc.)
Secretarial, typists, clerks
Operation of power facilities
Psyc. war
Barge and launch
Cytting of felt inscles
Amusements anc entertainmemt
Ccld storape facilities
Repairs and utilities
Glove and mitten renovation
Military ccnstruction and repair
Are welding for both units
Uniform dyeing
Ship repair
Rehabilitation of vans
Road construction
Répair of walking beams
Bridge building and repair

Repair of typewriters

’ A
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Cutting of naper

Printing of forms

Port and harbor improvement
Others:

Rare metals

CONCLUSION:

Many items can be secured more cheaply and quickly
from the eccnomy than from the States. It is more advan-—
tageous to use the labor available than to draft men and
put the inhabitants on relief provided inflation does not

result,
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Prepnrcd by: LT COL .IDC H LOOS
Ja,GHY, UNC
9 .pril 1952

DISCUSSION OF CLaIMS, JURISDICTION, INST.LL.TION
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The physical anc geographic featurcs of Korca, the
political, socizl and economic life of the people and their
personality traits play an important part as background of this
discussion., Howcver, thosc subjects have been or will be coverced
by others, thercfore, they are only noted here.

B.SIS OF CO.CZfENTS:

In preparing ﬁhis discussion, I have hal to rely largcly
upon my rccollection of prpers which passer over my desk during
L% years as Chicef of the Forcirn Claims Branch, J.GO, upon matters
with which I came in cont~ct in this commnn?, upon pcrsonal
observotion in Korea, ani upon infermal discussions of claims
matters with other officors, Little in the way of Zocumentation
has been located,

HISTORIC..L:

For the nurposcs of claims, the relaticn of the United
St~tes Army to Korea may be divided into four periods, naomely,
the periods of combat or martial law; thc occupation immedintely
followinz the surrcnder of the Japancse; the formntion of the Re-
public of Korea and the withdrawal of Unitcd States trcoops when
KiiG representcc the .rmy interest; and the cnsuing combat period
of which this day is a part., Claims arising during each period
may be susceptible of different treatment so f~r as scttlement
is concerned,

CLLLS

a. Claims arisinz from combnt ~re not susceptible of
settlement in usual claims nrocedures, except ns one of the
parties thereto assumes such obliration as was Jone in the

Philippines Rehabilit~tion ict of 1946. During the pericd J “és

——
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of occupation foreign claims commissions accompanied the troops,

thercfore, it is reasonable to assume the bulk of the claims
nrising “uring such period were settled, KiaG had a foreign
claims commission as a part of its organizatiocn. However, that
Commission lost its rvcords cdue to combnt; thercfeore, a
questicn may arisc as to whether certain claims luring this
period were actually scttlcd, During the period 25 June 1950
to date the Foreign Claims Act has not been generally applied
to Korea for reasons here~fter discussed and few claims were

settled except those arising certain types of marine casualtics

&

four recent porieds of its nationnl history (it apnears there
arce some unrcesolve’ claims arising from such periods) ~nd
secondly, by renson of combnt operation beins carricl on by
the Units? Noticns Common’, The Foreign Claims act has not bben
genernlly applied in Korca due to the following »raectieal and
techniecal ifficulties:

(1) The United States forces in Kerea ore 2 part of
a larger force which inclules tactical, supply anl medienl
units of othor me.dbers of the United Notions., The nission of
the United Status forces is that of the United Nat%ons Conmnma
Therefore, technicolly ot least, it appears that all claims
arising from activitics of United Naticns troops in Korea should
be the responsibility of the United Naticns, The speaker has

a vague recollection of a paper from the Department of St-te to

the Department of the Army which c-nfirmed this theory, but
the paper did not state how such claims would be paiz nor the
source of the funds for such use., This over-oll conception

18 or perscnnel in Korca which are not, in fact, a

part of the United Nations Command, It is not believel, the
mere fact the United Nations Comannder is from the United Stotes
mokes thet nation pecuniarily responsible for all claims
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Kotean confiict wear United States military uniforms, shoulder
potches of the United States divisions to which they are ab-
tached, and they operate United States vehicles and equipment,
In fact, some clains may arise out of a joint enterprise
participatcd in by United States and other personncl. The dif-
ficult question here prescnted is "Who is the actual tert
Feasor?" -- a determination of which is required as a condition
preccdent to settlement of a claim,

(3) Not only has the Korcan cconomy been dis-
placed but so has its population. This condition not only
provides a fruitful sourcc of claims, but makes investigation
of accidents and incidents extremely difficult, To illustrate,

I will rel~te a personal expericnce, On my last visit to the

area, under darkness of night and blackout conditions I found
myself crossing the Hoan River in a jucp. Following clossly
behind was a tank retricever, It cave one the feeling of rid-
ing a motor scotter in front of a locomotive anl of apprehen-
sion, sincc comb~t Jamnre to the bridge had narrowed its
roadway. At the south end of the bridge was a large group of
Korcans attempting a return to their foracr homcs in Secul, but
nrevented from Jdoing so since their homes were than non-existent.
My immediatce thoughts were, how can that monstrous vehicle pass
through this milling mass of humanity under the conditions just
described, without injury to someone? In cvent of injury, how
will the driver know that such cccurred? How, where and vwhen
may the injurcd next be contacted? Accordingly, it will be
observed that conditions must necessarily stabilize before
adequatg investigations can be accomplished and unless such may
be done, the avenue of froud remains wide open, However, in
spite of the mentioncd conditions, records are being maintained
of accidents and incidents, and they are investigated so far
as conditions will permit, It is the hope that these pepers
moy serve as the basis for future investigotion, if recuir:d,
or at least will provide a bulwark against fraud,

(4) Enemy nations and allies of cnemy nationals

are excluded as claimants under the Foreign Claims Act, There
gy |
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have cxistod porio’s vhen the guerrille situstion and ths
co-mingling of the enemy with the frienily populace would mcke
o determination of proper party claimant difficult. The genuine
quality of the claim may even be contested.

(5) Excepting the Pusan perimeter, as the fortunes
of war favored eithorlenemy or friendly troops, almost the whole

of Scuth Korea has been a battlefield., Combat damage is not

payable under the Foreign Claims Act, nor are such “amages pay=-

able except as an interested nation assumes such obligation,

s the battle line became stabilized to the_north, the former
combat area was traonsformed into Army camps, supply depcts,
hospitals and other installations required in.times of peace as
well as war, With this historical background, it will be observed
thot the devision as to what is or is not combnt dcmage will be
most difficult,

(6) idmiralty and maritime claims abound in port
areas. Although many such claims are the responsibility of the
Military Sca Transportation Service pursuant to contract, there
are many which remain Army responsibility. These claims arise
from stevedoring damages in the loading or unloading of ships
are caused largely by the employment of ungualified or inexpe-
ricnced indigenous labor, This condition is unovoicdable since
qualified npersonnel are neot available, The cost of ship repairs
in Korea is less than in Japan and in Japan less than in the
United States., It is believod that an agrecment extending to
such repairs which may be perform:d in Korea would be beneficinl
to both countries,

(7) Claims zrising in Koren may be expected to fall
within the following catoegorics:

(a) Traffic accidents,
(b) Use and occupancy of real estate, and
for rent ond damages thereto.
(¢) Loss, damage or destruction of personnel
movable property located in such occupied real estate,
= &
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(¢) Destruction due to ccmbat.

(¢) Destruction due to hygience or hoalth
requiraments.

(f) .cquisition of personcl property, with
or without a requisiticn or the issuance of a receipt thercfor,
This acquisition may have beon within or without the scope of
employment .

| (g) Claims arising out of employment of
indigenous lebor both in front line or reor areas. These may
be for personal injury or death, |

(h) Yarinec casualtics,

(i) .itrocities such as rape, murder, robbery,
theft, etc,

(8) The settlement of claims in Korea by the United
Statcs and not by other members of the United Netions Command
may not only h-.ve the effcet of creating disunity but a tendency
toward asserting liability against the Unitod States in any event
regardless of who the real tort feasor mey be, and due to circum-
stances, this assertion may be hard to disprove.

(9) There are presently on file 1,297 reports of
serious accidents or incidents. i very few of these reports may
be considered =s intimated claims whercas the brlance may pive
rise to claims at a later date.

INST'LLATION UTILIZATION AND OTHER FACTORS TO BE RESOLVED BY THE
COMMISSION:

2. THis subjéct relotes to the use and occupancy of real
estate and the claims arising therefrom. The real estate used
includes tilleble and non-tillable land, urban, suburban, public
utility, and waterfront property. The major uses (exclusing
thot lying without combat areas) include headquarters offices,
billets, wharves and Jocks, airports, communicaotion, transporto-

tion, warchouses, storage spoces, hospitals and repair shops. The

=S vy
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types of areas uscd inclu'e hospitals, schools, universities,
missions, churches, public and private buildings, factories,
railrond and waterfront facilities, and rice paddies. Many of
these properties are charit-ble institutions and in which may

be found an interest by United States nationals,

b, Three general types of acquisition will undoubtedly be
encountered; namely, that property taken originally as a result
of military nccessity, for example, for or as a result of combat
and either relecased after combnt ceased or retained after combat
with no further action tzken to regularize such cccupancy; that
property taken informally; and acquircd throush formal procedures,
Informal information intimates thet certain parcels of land may
havc been obtained by members of the United Nations Commond other
than the United States nnd through no formal channels, 4iny legal
liability imposcd upon ~n sccupying comman? will ultimately
depend upon the type of acquisition. A revi.w of documcnts
relating to the acquisiticon of real cstite in Korea leads to the
conclusion that the preoperty is acquired by way of a deman< upon
the R0K Army which nepotiates with the owner and in turn furnishes
the property to the United Notions Commanl, Apparently few, if
any, ncgotiations are carried on dircetly betw.en the United
Nations Comm~nd and the owmer,

c. Claims arising froum the use and occupancy of real
- estate may fall within the follewing catcegoriess

(1) Rent or an amount for deprivatiun of use.

(2) Damages over and abeve fair wear and tcar.

(3) Total destruction, for cxample, the burning of a
building or the filling of a rice paiddy rendering it unfit for
further agricultur~l purposcs.

(h) Altcrnations made by the occeupant which renider
the property unfit for the use originally intended and where the

cost of rchabilitation renders such action uneconomical,
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¢, Claims arising from the use and occupancy cf real
estate which hns buen accuired pursuant to a lease or contract
are norm2lly s:ttled in procur:ment channels pursuant to the

terms of such lease or contract, In some instances, irrcgular

or informal acquisitions have been regularized and resultant
claims are scttled in the same manner, However, when the property
has buen «xpropriated a different situation exists, The occupont
is considered a trespasser and claims are settled as a tort on

a2 guantun meruit basis. Secttlement of this latter catcegory of

claims precipitates the same problems as discussed previously

in conncetion with the more regular typus of torts. In additicn,
title to or owncrship of the preperty becomes more important,

as also the questions, when was it occupicd, by whom, and for
what purposc? If the property was uscd incident to combet,

there is no immedinte legal authority for scttlement of claims
arising from its use. If its use was in support of a United
Notions mission, again, it is belicved the responsibility for

claims should be that of the United Nations.,

It has previcusly been suggested that the settlement of
claims in Korea may be a Unitod Netions responsibility. Recogni-
tion is given to the status of thot body and the possibility
that there may be certain members who would not be able or desire
to finance such an undertakin~, In event such suggestion is
not lcemed feasible or practical it is alternatively suggested
that an agreement be malce with Korea in rmuch the same manner
as the Lend Lease and Reeiprocal Aid ajreements were made with
many forecign countrics at the conclusion of World Vlar II. Those
agreements, although relating to cther matters, provided, in
substance, that the country would settle the tort claims presentcd
against the United States in consideration of the lend lease
supplies and services furnishcd. »The following consideraticns

compel that sumgestion:

o s e
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a. United Stat.s porsonnel will be permitted to leave
the country at an carly dote following the cessativn of hostilitics

insteod of being compelled te remain bohind for the purpose of

settling claims, Ag~in draving upon experience, the spenker wa
Chief of Claims, Indiz-Burma Thextur when the last shipliad of
troops departe” on the 30th dny of Mey. He, with seven officers,
remained to complete the cloims mission, which was finally complotod
on approxiactely the lst of October, The mission would hove been
completed ot an earlicr date were he not confronted with an ex-
tcended postnl, tolephone, telegraph and cable strike, the great

a

killing in Calcutta, and an cxceptionnl monscon rain which floodec

o
v

he rceords vhich werce bzing orepnred for shipment to the United

-
Statzs. 4 fair ostizate for completion of such o mission would

be not less than 18 months, werc it not fer ~n ogreement consum—
mated vith Indin,

b, The ROK Army hns in the past, is now, and undoudtedly
7111 in the future, ot its support and m terial requircmsnts
from the Unite? States, This method of scbtlement prosents an
avznue of reccupnsnt to the United States,

¢, Scttleoment of Korsan claims by the Korean Government
youlil be nore easily nccomplished beeaus:s of the language barrier
to others and beeause the local standarids, laws and customs are
better known and understool by it,

A

¢, The actunl cost to the Unitoed Stotes woulld be groeater
if it scttled the claims rather thon giving o lump sum te the
Government of Korca, if such bocame necessary.

¢. The theft, uncxplainnble loss and pilferage of Army

equipment and supplies in Korea has been quite extensive, This
matter will be covere? in ancther brief, Howover, the results
of this thoft and pilferape find their way into the civilinn
economy and, in fact, oviilence thureof con be seen on every hand,

The United Stotes losses to Koren, being so extonsive, should

89

nct be ignored in the development of any agreement relating to

clains, 7
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VII. Fin~lly, centlemen, the question remoins, whot will
be lrne obout the claims nuestion in event no agrocment is

exccutod with Korea? Plans ~ro in preparaticn to roquest

the Commandsr-in~Chicf to authorize claims teams for the

investigation and processing of claims arising from United

States activity in Korea and for the cstoblishment of such

forcign claims commissicns as may be required to moke settle-—

ment thoereof, However, it nust be thoroughly understocd

that those plans <o not as yet have command approval 2nd

intervening circunstances nay arisc which would make such

plens impracticable,
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ADMINISTRATIVE AND BASE RIGHT ARRANGEMENTS IN THE
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In formulating an estimate of the Civil Affairs situation
in Korea for the purposes of this discussion I have been influenced
largely by personal observations made during a seven months period
between July 1951 and February 1952 while I was serving as a

Judge Advocate with the 2nd Infantry Division in the combat area.

It is, therefore, necessarily limited to. conditions prevailing
at that time in a part of the country over which our armies
have maheuvered and fought during thc past twelve months, an
area gencrally north of the line SEOUL-CHUNCHON-.ONJU, Further,
much of it is based on casual obscrvations and informal discus-
sions with those more directly concerned with Civil Affairs

/

matters than I,

In the combat area proper, the areas of responsibility of
the divisions on the line, thsre has been, theoretically,'a
complete evacuation of the civilian population. Actually, in
spite of the almost complete destruction of towns, villages and
farms, the peasants and tovns-people tend to infiltrate to their
former homes as soon as the lincs move forward so that the more _
enterprising members of the civilian population can be found
trying to reestablish themselves within twenty to twenty-five
miles of the front, a situation that brings them in contact
with Army and Corps units and the rear echclon troops of the
divisions.

Cutside of the towns, farms arc distributed widely wherever
arable land can be found. Many small villages and single farms
are located in practically inaccessible valleys and on hilltops
connected with the main roads only by foot trails, Once the
tide of battle passes, the inhabitants of such rcmote places

| | e INCLASSIFIED

7




4 Uncuassiiep

probably seldom see a member of our forces, However, those
who live along the main routss and in the towns are subject to
the full impact of the military activity around thoma

Physically these pecple are rugged and capable of endur-
ing many hardships, . The Korean countryman with an "A" frome
is able to carry heavy loads for milecs over rugged hill trails
that tax the stamina of battle conditioned troops. The Korean
survives on incredibly little in the way of food, clothing and
shelter, but while he is able to live in a primitive foshion
he is quick to improve his lot at the expense of the Army when
there is an opportunity to do so. They have great respect for
authority and, though thcy react well to kind treatment, they
interpret softness as wcakness. They accept disaster and
cruelty in a matter of fact manner, and have few compunctions
about inflicting cruel and inhuman treatment con cthers. The
great majority profess no religious convictions yet their
standards of morality arc reasvnably high and in court they
make accurate and truthful witnesses, While they have a rather
pvor reputation among our people for honesty, I found that with
few cxceptions thce Korcans who workod in our headquarters as
houseboys were completely rcliable, It is obvicus that encrmous
quantitics of military supplics have been diverted by.theft and
black market activities from militery channels since the war
started but the blame for this cannot be placed entirely on
the Korean civilians.

During the first six months of the war our trcops frequently
showed little discrimination in their trectment of enemy and
fricndly Korcans because in the confused fighting it was often
impossible to distinguish betwoen friend and foe. Since then
many of our men have made little effort to conceal their contompt
and dislike for thc country and its people. How.ver, the degree
of friendly ccoperaticn we continue tc receive from the average

Korean is remarkable. At division level I can not recall
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hearing any serious complaint from our Civil Affairs officer
or from the general staff regarding the willingness of the
local authorities and the ROK units to do everything in their
power to advance the common cause.

My section handled many cases involving ugly crimes of
violence, murder, rape, robbery, aggravated assaults committed
by soldiers against Korean civilians, I was repeatedly impressed
by the fact that the victims, if living, and their families aided

in the prosecution of the offenders without exhibiting the

rancor or resentment towards the Army as a whole that might have
been expected. As an offset, I am convinced that the Koreans
are grateful for our defense of their country and for the many

small benefits they have received from the troops in their midst,
In the forward areas our relations with the civilian population
have been the lcast of our problems. Developed over many months
on an‘informal practical ad hoc basis they appear to meet the

requirements of the moment.

To sum it up; the people of the Republic of Korea have shown
a willingness to accept the conditions imposed by the necessities
of war. The government, at least at local level, together with
the ROK Army, have also, in general, been cooperative. There may
be some question as to whether this attitude will persist after
an armistice., Once the immediate threat of invasion has passed,
the sense of dependancy on our forces may diminish though it would
seem that the Koreans, as a matter of self interest, would continue
to display a friendly, helpful attitude during the reconstruction
period.

However, the lack of an agreement to regularize these re-
lationships may pile up trouble in the future. A basis should
exist for compensating people promptly for damages suffered not

only as a result of the criminal or negligent acts of our forces

but also stemming from cots done on grounds of military necessity.

-ﬁ;-z:rfh—
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For example; in brdb? to control black marketing and prostitution
of to rehove a Health hazard, or as & military security measure,
Koreans living in the immediate vieinity of Army installations

i
have, in some instances, been forced to evacuate their homes, and

their houses have been burned. Though the act has been one dietated !

by military necessity, it may not be so directly connected with
combat operations as to elimincte entirely any basis for pecuniary
liability.

The use and procurement of real estate by the UN Forces in
Korea has recently been the subject of a proposed directive from

this headquarters to the Eighth Army which seeks to regulate the
acquisition of land and buildings in the Army Service Arez, This
directive by its terms excludes from its operative the territory
north of Corps rear boundory. Land situated north of a line
running roughly due East from Seoul through a point 2 little north
of VONJU, is considercd to lie in the combat zone to which the
directive does not apply. This line of demarcation appears to

be a reasonsblc one for the purpose in view of the fact that

due to the topography of the country and the restricted road

net divisional installations must frequently be located as far

as seventy to eighty miles in rear of the front lines. Regardless
of distance to the rear such organic parts of an infantry division
2s its personnel, IG and Ji sections and its quartermaster and
engineer supply points, bezr such a close functional relationship
to the tactical units that they must be considered as parts of the
whole. Thebsame may be said of Corps or Army inst-llations such
as rail heads, and ammunition supply points which support a
division., Their location and displacement is governed primarily
by the requirements of the tactical situation., If the combat
units are shifted from one place to another these administrative
and logistical elemeats may also have to move quickly, The time
required for compliance with elaborate procurement procedures is
normally lacking under such circumstances, Further no rational

distinction can be drawn between the damage done to a rice paddy

by preparing it for the installation of a Corps or Division POL
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dump, clcaring station or command post ard that caused by digging

in a battery of artillery. All are parts of an integdrated ¢ombat
organization; operating in an area where normal eivilian activities
have been brought to an end for the time beingi

To the soutﬁ of Co;ps‘rear bounddrj, military activity must
be c¢arried ont under entirely different conditions and must be fitted
iéto the pattern of the life of the country rather than supplant it,
Here there is time and the me-ns to regularize and control the ac~
quisition of real estate by our forces, However, to the extent
that the Unified Command decides to compensate the owners of pro-
perty requisiticned or damaged by the military, such compensation
should be paid on 2 government to government basis with the owners
rcceiving remuneration from the ROK Government. In many cases
much time will pass before the identity of the real party in
interest can be determined, and the Armed Forces should be re-
lieved cf the burden of deciding conflicting claims of title or
interest advanced by ROK nationals.

In addition to covering procurement and claims matters it
will be necessary to make adequate provision for 2ll the rights
and privileges that our forces will require in order to prosecute
successfully full scale military operations., At the present time
the trctical situation may be a stalemate but there is the ever
present possibility that a large scale offensive may be undertzken
at any time by either side, If one occurs, our responsible com-
manders should have 2t their disposal all the available resources
.of the country and with reference to the local population the right
to exercise the full powers ;f a commander in the field in their
areas of responsibility. They may not have to exercise such powers
but their right to do so, if necessary, should not be open to
question.

The success of any cffensive or withdrawal will depend upon
the availability of an adequate road net. Authority to deny the

use of existing roads to civilian traffic and to refugees, the

power to freeze the population in place during an emergency and
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to take whaﬁeger other measures may be necessary to zccomplish

his mission 4nd to safegu~rd the security of our forces ought

to be reserved in the final analysis to the commander of the UN
forces as long as the war continues, Likewise the right to re~
quisition materials and labor should be preservedi Experience
has demonstrated that military operationd in the mountains
require large numbersfof "Chogies" to maintain supply in forward
arens, During one acﬁion lmt £all when sufficient Korean laborers
were not available for?the project, an entire infantry ba?palion
was required to hand Qﬁrry ammunition during a twenty-four hour
peried in order to brihg up enough to permit another battalion,
which was making an attack the next day to fire its supporting
weapons for approximately fifteen minutes, Large numbers of such
laborers are essential to carry supplies where roads do not exist
and to construct and maintain roads and bridges along the main -
supply routes,

Even during pericds of comparative quiet, communications
facilities to include priority use of roads and railroads must
be at the disposal of ocur forces, Exclusive control of port,
werehouse and depot arens should be retained, Finally, exclusive
police and court jurisdiction over the members of the UN forces
and persons accompanying them should rest with the commanders
of the respective national components.

In proctice, as long 2s the ROK police and law enforcement
ngencies are willing and able to exercise efficient control over
the civil population in are~s occupied by our forces, there is
no necessity for our direct intervention in local police affairs,
Individucls who are ~ threat to security, spies and enemy agents,

now are apparzntly disposad of with satisfactory dispatch by ROK

agencies. Our own counter-intelligence activities appear tc meet

no impediment. However, the measure of our ultimate authority in
areas actually subject to the control of our forces should not be

impaired at this time.
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The proper expressicn in a formal agreement of the rights
znd privileges that should be ~coorded to the UN Forces by the
ROK Government to mecet their requirements in an active theater
of operations may, possibly, conflict with certain politieal and
diplomatic considerations., As we have recently seen in Japan,
Crient=)l governments are highly sensitive with respect to con-
tractual arrangements which affect what they consider to be their
scvereignty. And the weak government of a country whose citizens
howve strongly nationalistic feelings but who are conscious of
their inability to maintain their position as an independent state
without foreign support is likely to be particularly sensitive

on this point,.

The political and military factors controlling in the Republic

of Korea today brings tc mind the scmewhat similar position of
France in l9h4. Prior to D-Day the prospective Civil Affairs
Officers who were being prepared to accompany the invasion force
were told thot there was considerable doubt @s to whether the
French people would welcome us as Allies or display o hostile
attitude. There was 2lso o sericus question as to how well the
French Committee of National Liberation would be received. It
is, therefnr, interesting to note that while the Agreements on
Civil Affairs in Fronce entered into by General Bisenhower as
SCAEF with Generzl Koenig in 1944 recognized the sovereignty of
the French people and the suthority of the French Committee of
National Liberation ~s the temporary government, it was explicitly
provided that the Supreme Allied Commander had the right to take
whatever measures he deemsd necessary in the forward zone for the
prosecution of the wnr,

These ruszivel pewers never had to be exercised fully in
France, or in the ozher “ustern European couitries with which
we had agreements of like tenor., On occasion, however, in certain

arcas near the front where close control of the civil population
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had to be exercised as an incident of combat operations, the
French police and authorities carried out the desires of the

US tommahders without friction or reporcussizns: It is believed
that with appropriate modificztiocns the wartime Ffench agreement
may suggest formulas which will meet the requiremenﬁs of our
fgrces without doing viclence to the political factors that

must be taken into consideration.

The post armistice period may pose some special problems,
When and if the fighting stops it is unlikely that the military
position will be greatly altered for many months, Initially
troops of the United Nations will, in all probability, remain in
their present positions, holding them in strength until there is
good reason to believe that houstilities will not be resumed out
of hand by the launching of 2 sudden enemy attack. The general
concept appears tc be thnt later when it is considered safe to
reduce the forces on the line, the bulk of each division will be
withdrawn scme twenty miles to the rear and the forward positions
then manned in reduced strength by the rotaticn of regiments be-
tween the line and the reserve areas,

Reverting tc the real estate problem it will be accentuated
rather than alleviated by such a development. In the narrow
valleys through which the main supply routes run the camps re-
quired to house approximately two thirds of an infantry division
will occupy most of the usable land along the rond for a distance
of fifteen to twenty miles, Usually the only suitable eamp sites
in these valleys are found on the most desirable farm land. Such
a disposition of troops will necessarily deprive many Korean
farmers of their best rice paddys and upland fields. In effect
this massing of troops 2 short distance behind the border will
create a military belt some thirty to forty miles wide across
the peninsulor; a zone in which military interests must remain
paramount and civilian activity be severely restricted, Many,
if not most of the former inhabitants of these areas will not

be able to regain possession of their land for another eighteen
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It is also anticipated £h$t great difficulty will be encountered
in nmaiefrhg  good disecipline ahd morzle among the troops during this
pericd. In a country devoid of any but the mest primitive recre--
ational possibilities, with troops living in tent cdamps during the
terrid sunmers and bitterly cold winters without the spur of a
combat mission to perform, the expnansion of training and Special
Services facilities will become an imperative necessity if the
Army is to maintain its combat efféctiveness. Unless sufficient
appropriated funds are readily available the commonders will have
to lock to local rescurces td‘meet their requirements.,

The situation will als& necessitate the imposition of effective
police measures to suppress prostitution and the drug traffic in
places frequented by UN perscnnel, Even under present conditions
there have been instances where enterprising soldiers with the aid
of interested Koreans have attempted to improvise houses of ill fame
within a few miles of the front, Prostitutes of the lowest class
appear to operate freely in the rear oreas. The Korean authorities
have been far from successful to date in effectively suppressing
cither prostitution of the narcotic trade. There may be o question
as tc whether they have any real interest in doing so. Unless our
military authorities are in a position to take effective measurecs
to control these two evils in the viecinity of military areas, the
strength of our units in Korea c¢an be seriously impoired by the
inroads of drugs and venereal disease,

‘Though a cessation of hostilities will reduce materially the
consumption of supplies, the support of our forces will still require
the transportation of huge tonnages under practically the same condi~
ticns as now exist. The Army will continue to require substantially
the same logistical and communications installations, foeilities and
priorities as it is now using,

It, therefore, appears reascncble tu assume that the overall

requirements of the UN forces in Korea will nct be greatly changed

:§ | 9
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by a termination of hostilities, Ccnsequently, the measure of the
rights, privileges and immunities that should be secured for our
forces in Korea duting thé period following an armistice and their
eventual evecuaticn will be substontizlly the same as that required

by them for the prosecution of active military operations.

10
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Prepared by: LT. COL, HARLOS V. HATTER
G-, GHQ, UNC
9 April 1652

NON-MILITARY AID FOR KOREA

R I U S

1. My remarks will be concerned with the supply
of non-military aid for Korea and will deal specifically
with logistical implementation of policies of the United
Command for operation of this Civilian Aid Supply Program.
The information to be presented necessarily falls into
two distinct categories. These are:

First, supply action procedures, and
‘ Second, status of supply actions against
established Civilian Aid Program requirements.

2. As a matter of background information, the fol-
lowing policy provisions are pertinent:

a. Amy is responsible for supply for direct
relief in Korea and for the provision of other categories
of needed supplies which serve common military civiliap

purposes.

b. If supplies required to accomplish the
assigned mission are not otherwise made available, the
Army has both the responsibility and the authority to
effect supply.

¢. The Civilian Aid Program includes the pro-
vision of supplies and equipment for the prevention of
disease, starvation and unrest, and for minimum con-
struction in support of the military objectives of the

United Nations.
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d. Civilian type items for common military-

civilian use to be utiliged solely or partially bythe Army

are not a part of the Civilian Aid Program. Sych require-
ments are a military requirement and are satisfied utiliz-
ing military supply procedures.

e. Civilian type items for Republic of Korea mili-
tary forces are considered a military requirement and are
not a part of the Civilian Aid Program.

f. Supplies and equipment required in the Civilian
Aid Program are secured from the following sources.

(1) UN member country donations

(2) Issues from US military stock

(3) Procurement with US appropriated Civilian
Relief and/or military funds.

(4) Procurement with US appropriated funds
made available to the Department of the Army by the Eco-
nomic Cooperation Administration.

3. Logistical implementation of these policies takes
place in the form of supply action against established
Civilian Aid program requirements. The procedure for determi-~
nation and establishment of Civilian Aid Program require-
ments has been outlined previously by Colonel love of the
G5 Secti\on.

L. The supply action procedure for the Civilian Aid
Program is a highly centralized one and is closely controlled
by the Department of the Army. All supply acticns are indi-
vidually approved by the Department of the Army through a
system of supply asuthorizations known as PART PROGRAMS.

5. The established procedure for e ffecting supply
action against a Civilian Aid Program requirement is as fol-
Jows:

a. A request is placed on the Department of the

(e UNCLASSIFIED
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Army for issuance of a part program amhorizing supply action
against the stated requirements in the form of procurement
action and/or Supply from Stocks by either the Department

of the Army or Far East Command, as appropriate., The
determination of the source of this procurement is dependent
upon availability, comparative cost in different areas, and
urgency of the need for the specific item in Korea. This
request to Department of the Apmy for issuance of a Part
Program follows a standard format and is similar to the regu~
lar overseas requisition form used in military supply pro-
cedures. The chart here shows the outline of this format.
(See Chart 1): Note that the Column headings provide for

the tabulation of pertinent information comcerning the
requirement., This information is:

Column A - Item No -~ The line item No. of each item
included in the request for
Part Program,

Column B - Nomenclature -~ This is the description
of the item required. When
procuranent is to be made by
Department of Army, detailed
specifications are included
here.

Column C - Requirement Period - Stated here is the
pariodvduring which the item
is needed.

Column D - Unit -~ This is the unit of measure of

the item concerned such as
each, bottle, long ton, etc.

Column E - Unit Weight -~ Here the unit weight of
the item is stated, if the unit

ags stated is other than weight.

3
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Column F ~ Requirement Level - Here is shown the

Colunn G - On Hand -

Columrn H ~ Due In -~

quantity of the item needed dur-
ing the requiremént period. It
includes the amount to be con-
sumed plus reasonable reserve
gquantities.

Here we show the quantity of the
item currently on hand and avail-
able to supply against the total
requirement.

Here we show the quantity of

the item in process of procure—
ment and due from suppliers
which can be utilized to apply

against the total requirement.

Column I — To Be Consumed ~ In this column we show

the quantity needed for con—
sumption during the periocd in

question.

Column J - To Be Programmed -~ This is the quantity

Column K -~ Remarks -

L

needed to meet the total required
amount after application of
on hand and due in against the
requirement. This quantity
is arrived at by adding on
hand and due in together and
subtracting this total from
the total quantity required
during the period.
This column _ihclud es perti-
nent information such as pro-
posed source of procurement,

estimated costs, and desired

phasings.
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For purposes of illustration, we will take a typical example
of a request for Part Program and follow it through on this
chart. (Follow example through on Chart No. 1)

6. Upon issuance of a Part Program by Department of
the Amy, procurement acticn is initiated.

a. In this connection, Part Programs issued by
Department of the Army covering Korean Civilian Aid Supply
Requirement are consistent with pertinent Department of the
Army Regulations concerning identification and markings of
civilian supplies furnished recipient countries under foreign
aid programs., These regulations provide for 2 system of con-
signee combinations, including code numbers for recipient
couhtries, the code number for the supplying Technical Ser-
vice, and the numbering system for approved Part Programs.
Consignee combination applicable to Korea are SUN, SKO and SEC.

SUN designates UN member donations

SKO designates appropriated Civilian Relief and/or

military funded Civilian Relief Supplies

SEC designates US appropriated, ECA funded

Civilian Aid Supplies
(See Chart No. 2). This chart illustrates the system of con-
signee combination designations (Explain chart).

b. Consistent with this procedure, DA issues 2
Part Program authorizing supply action. (See Chart No. 3).
This chart is a blow-up of a typical Part Program issued by
DA (Explain Blow-up).

c. If the item is to be procured by DA, the aprropri-
ate army Technical Service init&ates supply action, keeps
Commander in Chief, Far East Command informed of the status
of availability of the item and forecasts shipping arrival
of this item in Korea for supply against the stated require-

ment. Japan Logistical Command, the Logistical operating

5
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agency of Far East Command, calls the item forward, when avail-
able, for shipment to Korea from the appropriate overseas
supply division at the US port,.

d. In the event that the Part Program covering this
item provides for Far East Command procuranent; procurement,
action is effected by Japan Logistical Command, The Logisti-
cal operating agency of Far East Command, and the item is
shipped to Korea for supply against the stated requirement,
when available, and when called forward by Eighth Apmy.

e¢» In planning supply action against established
Korean Civilian Aid Program requirements, due consideration
is given to procurement lead time. Under present conditionms,
the average lead time required for laying down Civilian Aid
suppliss in Korea is é months (180 days).

7. In determining the quantities of specific items to
be procured for supply to Korea against established Civilian
Aid Program requirements, the maximum ytilization is made of
UN member country donations by application of available
quantities of donated items against requirements to reduce
the quantity to be procured. In this connection, established
procedure makes it possible for profferred contributions by
UN member nations to be passed to CINCUNC for d etermination
as to whether or not they can be used. In reverse, Commander
in Chief, United Nations Command can indicate a requirement
to the Unified Command in Washington for the purpcse of
soliciting contributicns.

8. This chart (See Chart No. 4) illustrates pictorally
the procedure for effecting supply action against a Civilian
Aid requirement for Korea. (Point out procedure on the blow-up
chart from estimated of requirements to call forward of a

requirement by JLCOM and/or EUSAK.

¢
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9. Necessarily and logically, military supplies have
priority of movement to Korea. Experience indicates that the
principal limiting factors for shipping Civilian Aid supplies
to Korea are:

a. Limitations of port capacity for moving these
supplies through Kbrean\pcrts in quantities required, and

b. Limited distfibution facilities within Korea,

10. So much fer supplyvaction procedures, ‘

11. With reference to the status of supply of the Korean
Civilian Aid Supply Program, the following information is
pertinent:

a. From the incertion of the program cn 1 October 1950
to 29 February 1952 approximately 1,000,000 LT of Civilian
Relief and Aid supplies valued at approximately $110,000,000
have been shipped to Korea. This includes supplies from
all sources, that is UN donations, plus US funded SKO and
SEC program supplies.

b. During FY 51, approximately 364,000 LT of
Civilian Aid Supplies wvalued at $41,107,000 were delivered to
Korea. As illustrated by this chart (See Chart No. 5), the
FY 52 requirement is materially in excess of these amounts.

As a matter of information, the source of origin of these sup-

plies delivered Korea during FY 51 is as follows:

Tonnages @ Dollars
SKO (US appropriated Civilian 283,000 28,660,900
Relief and/or Mil Funds)
SEC (US appropriated ECA Funds) 2,000 117,500
SUN (UN Member Country Donations)__79,000 12,388,600
Totalss 364,000 @ 41,107,600
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12, For FY 52, the results of supply actions against
FY 52 requirements as of 29 Feb 52 is as depicted on this chart
(See Chart No. 6).

a. In Dollars, the

Total Estimated Yearly Programmed Against Delivered to
Requirement This Requirement Korea
(was) (has been) (Supplies

valued at
approximately)

$201,800,000 $173,000,000 $69,000,000

(Including a pipeline (Not Including

of FY 53 Long Lead FY 53 Pipeline)

Time items)
b. The tonnages represented in this amount of money
are a pproximately as fcllows:

Total Estimated Yearly

Reguirement Programmed Delivered Kbreg
(is) (fgainst this require- (Against this
ment is) requirement )
1,234,000 1,200,000 636,000

c. All items vrogrammed against FY 52 requirements
have either been delivered to Korea or are in the pipeline of
preceurement with very few exceptions.

d. It is interesting to note that grain and
fertilizer account for approximately 50% of the total estimated
cost of the FY 52 year'!'s program, as well as approximately
50% of the total tonnages of the year's program.

e. In addition to the supply of FY 52 Civilian Aid
consumption requirements, a.pipeiine of supplies against
FY53 consumpticn requirements has been established. This pipe-
line amounts to approximately 261,474 long tons of supplies
valued at approximately $38,000,000.

f. A4s this program of supply has gained impetus,
tonnages of Civilian Aid Supplies arriving Korea have increased

materially each month. For instance, the tonnages received in

B
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Korea over the 3 month period, November, December, and January
weres

(1) November 95,500

(2) December 103,800

(3) January 151,500

go Civilian Aid Program Supplies in the process of

procurement and delivery tc Korea are scheduled to arrive
Korea monthly for the balance of FY 52 in quantities in excess
of 100,000 long tons per month. In additicn, the pipeline
against FY 53 requirements has been established and the flow
of supplies intc Korea in the early months of FY 53 is assured.

13. As mentioned earlier, items for common Civilian-
Military use to be used solely or partially by the military
are pot a part of the Civilian Aid Program. However, we have
an appreciable quentity of this type item furnished at the
rear. These include supplies and equipment installed by the
military to meet primary militery need or responsibility. For
example, railroad rolling stocks, bridge construction, repairs
to railrcads, port development projects, signal communications
projects, etc, In meny instances the Korean Econcmy benefits
from these developments, simultaneously with the use cf same
by the military. It is felt that certain residual value will
be left within the Korean eccnomy from these developments.

The present estimated value of these types supplies and equip-
ment furnished Korea is approximately $65,000,000.

14. As mentioned earlier, supply action against project
Civilian aid Program requirements has been effected in the form
of a pipeline against estimated FY 53 requirements. This pipe-
line includes long lead time items such as grain, fertilizer,
cotton, cloth, raw wool, cotton yara, blankets, socks, and
urderwear, and is valued at approximately $38,000,000. Phasing

of this pipeline has been arranged tc effect delivery during

9
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the early months of FY 53 for supply against first half
FY 53 civilian zid consumption requirements.
15. In summary:
a. Pertinent policy provisions applicable to the
Civilian Aid Supply Program are: .

(1) Army is responsible for supply for direct
relief in Korea and for the provision of other categories of
needed supplies which serve common military civilian purposes.

.2) If supplies required to accomplish the
assigned mission are not otherwise made available, the Amy
has both the responsibility and the authority to effect
supply.

(3) The Civilian Aid Program includes the pro-
visicn of supplies and equipment fcr the prevention of disease,
starvatiqn and unrest and for minimum construction and recon-
struction in support of the military objectives .of the United
Nations.

(4) Civilian type items for common military-
civilian use to be utilized sclely or partially by the Army are
not.a.part of the Civilian Air Program. Such requirements are
a military requirement and are satisfied utilizing military
supply procedures.

(5) Civilian type items for ROK military forces
are considered a military requirement and are not a part of
the Civilian &4id Program.

(6) supplies and equipment required in the
Civilian Aid Program are secured from the fcllowing sources:

(2) UN member country donations.
(b) Issues from US military stccks.
(¢) Procurement with US appropriated
military funds.
(¢) Procurement with US appropriated
Civilian Relief and/or funds made
10
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available by the Economic Cooperation

Administration.
PR .
be. The supply action procedure for the Civilian Ald

Program is a highly centralized one and is closely controlled

by the Department of the Army. All supply actions are indi-

vidually approved by Department of the Army through a system

of supply authorizations known as Part Programs. Prccurement

of Civilian aid Supplies is effected according to authorizations

contained in these part programs and supply to Korea is

completed by Department of the ipmy and/or FECOM, as appropriate.
c. The status of supply against civilian aid program

requirements from ineception of the program in October 1950 to

29 February 1952 is as follows:

Programmed Delivered to Korea
$251,000,000 $110,000,000

d. The total tonnages delivered to Korea repre-
sented by this quantity of money is approximately 1,000,000LT.

e. All items programmed against Korean Civilian
Supply Requirements have either been delivered to Korea or are
in the pipeline of procurement, with very few exceptions.

16. The matter of distribution of Civilian Aid Supplies
furnished Korez under this program will be the subject of a
separate briefing later by a representative of Army Eight
from Korea,

17. I will be available in Room 532 at your convenience
to answer any questions in connection with the supply of

Civilian Aid Requirements for Korea.

THANK YOU

11
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~ Prepared by: COLONEL ROBERT C. ROSS

Director of Supply,
UNCACK
9 april 1952

DISTRIBUTION OF RELIFEF SUPPLIES IN KOREa
* ok K K H ok ok ok k% ok Kk kK %

The nissiocn of the Supply Division of UNCaCK is to super-
vise the call forward, reception, transportetion, warehousing,
allocation, accounting and distribution of all relief supplies
recelved in Korea., I wish to emphasize the word supervise as
all supplies received in the Ald Program are receipted for and
becone the responsibility of the Republic of Xorea at the end of
ships tackle. This supervisory responsibility of UNCACK never
ends from the time the supplies are received until they are de—~
livered to the final end user, Upon receipt of the items, coples
of the ships manifest are checked agsinst actual tallies of the
items receipted for by the Korean Government and an availability
notice of the supplies received is sent by the Supply Division
of UNCaCK to the Korean Ministry and to the UNCACK sectlons con-
cerned, Based on the current Flscal Year Progrem, the require-
rnents as approved in the firm quarterly requirerents and also
the nmost .ressing needs of the country at time these items are
received, a proposed allocation is prepared by conferenee be-
tween the appropriate minlstry and UNCACK section. This proposed
allocation is then presented at the weekly meeting of the Central
Relief Committee., This committee, whose chairman is the Minister

of Social Affairs of the Government of Korea consists of eight

Ministers of the Korean Government or their deputies and eight
members of UNCACK including the Commanding General and seven
Division and Section chiefs, Following approval by the Central
Rellef Committee, an Allocation Letter is prepared by the

section concerned and sent to the Movements and Control Section
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of UNCaCK and to the Director, Office of Supply, Republic of
Korea. Because of the priority in Korea for the movements of
rnilltery supplies both by rail and weter, arranzements for box
cars and ships are actually made by the Chief of Movements and
Control Section of UNCaCK. However, all physical handling of
supplies is done by Koreen laborers employed by the Office of
Supply.

The Office of Supply was’ set up with tke inauguration of
ECA or larshall Plen Program in 1948 to handle all BCA supplies
sent to Korea. With the advent of the relief progrem and the
phasing out of ECa, the O0ffice of Supply has teken over the
handling of all Civilian Reldief in Korea (CRIEK) supplies. The
Director, Office of Supply is appointed by the Prime Minister
and holds a position comparuble to that of a lilnister of the
Korean Government. The physical offices of the Movements and
Control Section of UNCACK end Office of Supply are in the same
building in immediate proximity to each other. The 0ffice of
Supply itself could be compared to a headquarters s@aff. Its
operating agencles are all contracting companies. Contractors
handle the unloading of all CRIX supplies in the stream and
transport the supplies b& luzzer to the unloading points. Truck
companies move supplles from the plers and the unloading points
to the warehouses, I wish to stete here that all unloadine at
the plers is handled under direct supervision of the aArmy. Thie
is necessary to prevent any interference with the rapid unload-
ing and trans-shipment of military supplies, Warehousing com-
panles store these supplies and forwarding companies handle
the movement from warehouse to box car and coastal shipping.
4All grain and fertilizer ie handled from the dock to the end
user by the Federal Financing association (F.F.a.): This chart
(Chart #2) shows the 14 wareﬁouses now under contract by the

Office of Supply.
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Several months 220 UNCACK was able to induce one of the
largest kmown warehousing compenies to build 80,000 square feet
of warehouses near Pier #2 in Pusen, UNCACKS actual contribu-
tion consists #olely in furnishing the basic building materials
to the contractor at our landed cost price. None of our present
warehouses are near a reilway spur so we have an average turn-
around haulage of 17 miles for each truck load of supplies, The
new warehouses, with excellent rall spur focilities will reduce
this average truck turnaround to about one mile, 2 reduction in
operating expense of 50 percent. These warchouses will be
finished about the 25th of thise month.

The operating expenses of hendling relief supplies through-
out Korea amounts to over & million dollars per month, This pay-
ment is made from the United Nations Special aAccount and 1is
obtained solely fror the sale of CRIK supplies in Korea.

Seventy percent of all rellef supplies arrive in Pusan.

The balance is received at the four other principal ports —
Inchon, Kunsen, Masan, ané Yosu. Due to the limited rail
facilities and their priority for military carszoes, it 1s necese-
sary for us to trans—ship 50% of all relief supplies from Pusan
by boat to the other ports for distribution throughout the
Provinces, (chart #3) Distribution is effected by boat, motor
co‘ach, rail car, truck, bullock cart, "A" frame and, for
emerzency medical supplies and movement of hatching egas, by
airplane. The Office of Supply under supervision of UNCACK eand
in accordance with the allocations of Central Relief Committee,
distributes these supgplies to the Provincial level end with
assistance of the Provincial Relief Committee from the Provin-
cial level down to the gun or county level. From the gun, the
supplies are distributed to the various myuns or small villages
at the expenses of the guns, Within the provinces, the field
teans of UNCACK closely supervises distribution of all relief

supplies.
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POL products are distributed to supply the civilian needs
of Korea thru the Korean 0il Storage Company or KOSCO., KOSCO
was set up in Korea by three Internaéional 011 Corpanies, Cal-
Tex, Texaco and Shell, and is menaged by an aperican staff of
three civiliens. Since all POL products are diverted fron
military stocks and irgported by the arny, UNCACK hes only a
supervisory responsibility over its operations. However, all
ronies collected by KOSCO are deposited into the United Nations
Special Account.,

We are very proud of the supply economy exercised in the
distribution of aid su;plies., Because the Korean Governrent
actually owns these goods, they take a ruoh more serious view-
point towards pilferage and misuse then towards theft of purely
UN Forces millitary supplies. Our losses from 2ll causes average
less than 8%, & record eny similar military supply unit wouid
be very proud to achievel

UNCACK supervlises the handling of three general types of
aid g-ode to Korea. These categories are SEC, SKO and SUN.
Actually these are shipping identifications and each requires
2 different type of accounting. SEC are the residual supplies
procured through ECA or the Marshall Plan Progran, SKO are
the supplies procured from appropriated militery funds for the
prevention of stervation, disease and unrest in Xorea. SUN
are the supplies doneted Dy other nmember countries of the
United Nations besides the United States and those supplies
contributed by chariteble organizations both in the United
Stetes and throughhut the world. This chart shows (chart #4)
the comparison of the deliverles of these three types nf sup~
plies in Korea since 1 July 52. (Totals shown do not include
POL products or coal) It is expected that SEC iteme will be
phased out completely by the end of June of this year. Actu-

ally the SEC items are an orphan child resyponsibility which
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UNCACK adopted with the closing out of ECA shortly after the
Korean incident started. 4t that time there were some 25 million
dollers worth of ECA supplies ordered or enroute to Korea and our
responsibility has been to supervise the warehousing, distri-
bution and sale of this type of commodity. 4ll proceeds from
the sale of SEC supplies are deposited in the Counterpart Fund
which is administered by the State Department through the United
States Ambassador to Korea,

This chert (Chart #5) shows the breakdown of how all CRIX
supplies are distributed as free relief or for sale. These
graphs do not include the value of used clothing collected by
American Relief in Korea, Red Cross, Catholic Welfare or any
of the other 80 odd orgenizations which send supplies to Korea
for free distribution, No item sent to Korea which was donated
by a private agency ie ever sold, The items sold in general
conelst of raw materials for the rehabilitation of industries
in Korea, such as raw cotton, raw rubber, weaving thread, fish-
ing materlals, abaca and hemp, and building materiais; and sup-

plies which are individual consumer needs. The 1952 progran
| contains a considerable quantity of cotton sheeting, sosp, sugar,
underwvear and simllar items essential to the local econony,
Pree relief goode take ca$e of the refugees and the destitute
of the population. The very wealthy, as they do in every country,
take pretty good care of themselves, The small wage earner with
his very low wage scale and with the rising costs engendered by
inflation, has an extremely difficult problem of mainteining
himself and his farily at the barest minimum standard of livineg,
Originally the plan was to sell this type 1tem at publie auction
and it was expected that this would eventually find 1its way to
the desired end user, However, it was soon found that these
items were grabbed by the big o_perators, held by them in ware-
houses and reached the general population only at extremely

high prices.
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a8 the result of labor troubles which we had at our own
headquarters, 1t wae decided to meke an experiment., This was to
sell these iteme to our own laborers at approkimately the sarie
price for which they were being sold at these public auctions..
4 snall store known as the Korean Employees Scles Store wag set
up by our Sales Section in conjunction with the Gffice of Sunwly
ROK., In addition to the items mentioned above, we weré receiving
& quantity of surplus P.Z. and Arvy Commissary supplies for
dletribution in Korea, Just prior to the inauguration of this
store, it was found that the Prisoner of Wer Camp at Koje Do
had over 600 tone of obsolete Wal clothing datinz back to the
time that Madame Sclaparelll changed the style of the uniforms
of the Women® army Corps in 1942. This had been sent over to
Korea to clothe the female PCWs captured at the front, but were
sent over in quantitiee in great excess to the needs of these
North Koregan and Chinese WaCs. These 1tem§; with.approval of the
Department of Army, were transferred from military stocks to the
CRIK prozram and have been placed on sale in tﬁe first of ouwr
Korean Employees Sales Stores, orbas they are commonly called,
EKESS, This store was inaugurated on 11 February of this year,
On 1 March, the store had eold 112 million Won or $20,000 worth
of goods, The landed cost of these items into Korea wes around
$15,000. In'thé month of March, our initial Sales Store sold over
495 million Won or $82,500 worth of goods. Over half of these
sales are of ltems declared surplus or obsclete from nmilitary
stocks. The success of the initial store was so great that five
more stores are now in operation in the Pusan area, any or all of
which I hope that you gentlemen will have the opportunity to visit.
It 1s our intention to increase the number of these stores as
rapidly as the supply of saleable items become availadble., All
monies collected from these KES stores are deposited in the United
Nations Speclal Account which,,as I stated before, pays for dis~

tribution of all aid suprlies throughout Korea. The Unived Natinns
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Special Account al6o permits us to prepare sanitation and public
health posters, bulletins and megazines, repgir hospitals, re-
habilitate orphanages and assist in many rellef projects for which
no money is appropriated by the United States Gowernment., Since
1 april of thie year, thie fund pays for all indigenous labor
erployed by UNCaCK,

The Quartermaster General of the Far East Command has visited
our Sales Store and feels as we do that this i1s an opportunity
to put military surplus into good use and help defray the relief
coste in Korea, You all know of the tremendous quantities of
military stocks that were sold at the end of Wokld War II - in
sone cases for one or two cente on the dollar, We feel that
these goods cen be esodd through the Korean Bmployees Sales Store
at 100 cents on the dollar and in.most cages g good deal more,

We have recommended a program for the sale of econsummer
goode to support the United Nations Forces by counter-bslencing
the Won drawings of the United Natlons, This would be separate
and distinct from the ald program and sales operations previously
discussed. If we can put necessities on sale throughout Korea
in sufficient quentities to obtain Won by the sale of consumer
goods to meet the neede of the United Nations, we have stopped
this particular inflationary effect, Our experience has been
that for each dollar of selected aid goods s0ld, we can get g
return of about 2 dollars worth of Won. In other words, we would
buy eur Won at the actual market rate of ex#hange rather than at
the artificial rate of 6,000 to 1. It 18 my personal belief that
the expenditure of five million dollars a nonth in this menner
would go & long ways towards stopping inflation in Korea,

The sale of aild goode in Korea hag other effects than Just
this primary one of stopping inflation (Chart #6). It will have
a definite effect on lmprovement of the standard of living and
the morgle of the Korean people. A 1d goods brougzht into Korea
and eold are taxed by the Minister of Finance snd this serves as

additional revenue to the Government to help balance its budget,
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It 1s easy to forsee how this sale of goods will undercut the
black market end help drive 1t out of existence, It will certainly
reduce srmggling and 1llegal flight of capltal which 1e a major
jten in Korea at the present time,. It will produce efficient
utilization of our suarplus military suppllies throughout this
country end last, it has a definite inprovement on indigenous
products., The items recommended in thils program have been care-
fully screened so they do not compete directly with indigenous
manufactured goods produced in sufficlent qnantities to supply
the needs, Soap is a very zood example. This 3e& produced in
comparably small quantities in Korea at the present time but
by the introduction of asmericen laundry and tollet soap we
hawe caused Korean soap manufacturers to improve their product.
Many other items would have the same effect.

4 word about the formulas we use for pricing all aiad £00ds.,
All products impoerted through the ECA progrem are counter~balenced
by deposite by the purchaser into the Counterpart Fund in the
Bank of Korea, This price is hased on landed cost plue taxes plus
handling charges, actually, UNCACK has little authority other
than supervisory in determining this price. 4ll other items are
priced by agreement between the Nffice of Supply ROK and the Sales
Section of UNCACK, & few ibeme are priced specifically by the
Central Relief Cormittee when the initial allocation is made,
One example of this was the sale of 189 Japanese made Nilsson
trucks igported last November, The price of these was set by the
Central Relief Committee at 25 million Won or a little over $4,
000 apeace at the exchange rate of 6,000 to one, Goods imported
and sold to Monopoly Bureaus — tobacco and ealt ~ are sold at
landed cost plus handling chﬁrge. Since this is a zovernment
agency, no taxes are imposed as all profites from the sale of these
goods go directly to the Republic of Korea. Raw materiels im-
ported into Korea are sold on the basis of landed cost plus a

handling charge of 5.3 percent, plus the required taxes, plus
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25 percent of the amount of tax which the purchaser 1is required
to purchase in government bonds. This is converted into Won at
the rate of 6,000 to ome, All other goods imported in Korea use
the following forrula, The landed cost plus 5,3 percent handling
charge, plus tax and bond, plus 75 percent of the differential
between thie sum converted into Won at 6000 to one and the
open or black market price as nearly as can be determined. We
have found that if we try to sell goode too much below the open
market price, with too great a &ifferential in price, the goods
are immedistely taken out and sold on the open market, However,
if the cost 4s held down just sufficlently below open market
price to make 1t attractive and yet hot ettractive enough to
cause resale, the Korean purchaser gets the advantgge of the
lowered cost and the goods go to the individuale for whom they
are intended. We have found that where we have put considergble
quantities of a certain item on the market, the black market
price has a tendency to drop to compete with our own price, In
this case we imnediately lower our price by 10 percent.
Gentlemen, communism breeds on the discontent of people,
Inflation 18 a weapon of comrunism, We feel that our sales
stores are the economic combat divisione of the United Nations
in the fight against infletion and hence against communisn,

Do you have any questions?
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Prepared by: COLONEL ROBERT C. ROSS
Director of Supply
UNCACK
9 4pril 1952

CONCEFTION OF THE REQUIREMENTS
PROGR.M IN KORE.

\ CYRKTS YARKYA A VR VA ')
Rl S It I I S

The United Naticns Civil Assistance Command in Kore:,
United Naticns Koreen Rehabilitation Agency, and the Govern-
ment of Korea are prepzring overall long range plans for thé
requirements cf that ccuntry for the next five years. These
plans are based cn the cverall requirements within the Re-
public of Korea of natur:l incume, budgetary limitations, in-
digsencus preducts, and expected impert, expert preogram. ‘With
these long range plons as a general bockground, the plans for
a definite Fiscal Yezr bepin at least a year prior to the
start ¢f that pericd, .11 plans are broken dcwn intc definite
programs and each program given a definite program objective.
These programs and program cbjectives are developed by screen-
ing the different reouests submitted by various Korean Lgencies
both private and governmentzl, needs ss developed by UNCLCK
teams, UNCiCK secticns 2nd Government cf Korean Ministeries in
conjuncticn with the long range plans. Vie are of ccurse handi-
capped in our preparaticn of firm plans with the Republic of
Kcrea due to our lack cf firm and positive infeormation ccncern-
ing funds which will be szpprepriated tc suprort the program
each new Fiscol Year.,

Fcllowing ccncurrence on the program cnd grogram cbjec-
tives, each program is further broken dcwn intc individual
prcjects and prcject chiefs assigned. The project chief pre-
pares the initial requirement fcr each prcject and prepares
all justificaticns and is responsible for the specifications

pertaining theretc,
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Each requirement is carefully analyzed as regards the
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fellowing points a2s shown on this chart. (Chart #1). Neces-
sity, overall requirements, industrial needs, indigenous pro-
ducts, long range plans, military needs, political develop—
ments and, of course, definite specifications. UNCACK, in
conjunction with the indicated ministry and the Office of
Supply, Republic‘cf Korea, review these requirements and they
are presented fcr ¢uch section chief by the project officer
before the UNC4CK Reouirements Committee. Upon apprcval of
this committee und approval ¢f the Ccmmanding General, UNCACK,
all requirements are ccnsclidated intc a Regquirements Prcgram
and submitted tc higher headguarters. The pregram for FY 53
was completed in Nevember 1951 and was so submitted 1 December.

The Supply Divisicn of UNCLCK, in conjuncticn with the
Republic of Korea liinister, project chief, and Section Chief
ccncerned, reconsiders each reouirement six months prior to
the quarter in which this item is tc be dclivered. If the
necessity still exists, this requirement is placed on the Firm
Quarterly Requirement List. Decreases or increases in quantity
are alsoc carefully screened fcr this Firm Quarterly Require-
ment List.

Gentlemen, this ccvers the cconception cf our yearly and
quarterly requirements progroms in Korea. Emergency require—
ments are submitted =s the need arises and full justifications
concérning the above menticned points zre substantiated before

the Hequirements Ccommittec,
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Prepared by: GORDON D. OSEORN
Compt, GHGQ, UN
9 April 1952

UN “HAN DRAWINGS

R
¢

¥r, Meyer, Gentlemen:

The subject of this discussion is the UN Whan drawings, This
subject appears to be somewhat controversial, In fact, there is
considerable disagreement as to its proper name, On the U.S, sice,
some of us call them "Whan drawings," while others ccll them "ihan
advances", and the Koreans refer to them as "’han loans",

The UN whan drawings dominate all thinking in Korea in regard
to the economic and financial situation. The whan drawings are
blomed for all financial troubles and are described os the sole
cause of inflaticn., Not only that, but it is postulated that the
whan drawings are currently preventing the economic recovery of
Korea by absorbing all available cash and credit and thus making
it impossible for industry to obtain adequate finances,

In order to give you an idea of the size of the problem, as
of 31 March the total whan drawinss were 537 billion whon., A4t the
military conversion rates in effect vhen the whan wos drawn, the
dollar equivalent was %102 million., In order to give you some
background of the whan drawings I should like to stert right at
the beginning, During the first week of July 1950, only a few
days after the stert of the invasion, a representative of GHQ went
to Korea and negotiated on emergency arrangement with the Republic
of Korea in corder to obtain whan requirements for U.S. forces.
This emergency arrangement provided for purchause of whon by means
of a Treasury check. The cmergency arrangement was nccessitated
by the fact that thc first individuals sent to Kores did not even
have rations, and funds were required to effect purchases in the
countryside,

Very shortly therecafter, the currency agreement which is now

in effect was signed between the U, S. Government, represented by
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the American Ambassador, and the ROK. The essential ptrovisicns
of the agreement were that the ROK was to furnish all cf the
whan required by the UN Forces in Korea, Any claims arising
therefrom were to be settled at a mutually agreeable date, I
suggest that you examine the wording of this agreement very carc-
fully. Tt cppears cbvious that were repayment in dollars con-
templated at the time of the negotiation of this agreement,
entirely different wording would have been used,

On the U. S. side, the Treasury Suspense Account wos set up,
in which was deposited the dcllar equivalent of 2ll whan received
by the United States, anc U,S, military appropriastions were charged
for all whan disbursements., “& understond that the reason for
establishing such an account and for charging U, S. appropriations
were first, to insure control of military activities through the
eustomary fiscal means establishing accountability comparable to
that of the funds of the Treasury of the United States, and, to
make the dollar proceeds of when sales to individuals available
for appropriate dispositicn, Initially, 21l disbursements were
charged to the appropriation Contingencies of the Army, since the
tactical situation made it infeasible to establish fiscel account-
ing in Korea and the necessity therefor was not apparent. Iater
on the normal appropriatisns werc charged as appropriate, although
the normel fiscal accounting wes modified to a simultanesus
obligaticn-expenciture basis, As for as we in Tokyo are concernec,
there was no intention to repay the whan advances disbursed as
official funds as a debt of the United States. It was clearly
anticipated that whatever funds werc necessary would be considered
both by the United States and the ROK as & ROK contribution to
the mutual effort. In fact, initinlly we did not intend even to
meke disbursements. It was anticipated that the ROK itself would
furaish and pay for 211 labor required.

While on this line of thought, it was some time before we

even established o disbursing office in Pusan, However, we quickly
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found thot the ROK was very discrgonized as a result of military
action, and unable to properly adsinister the payment of labor
required by the UN Forces, In order to insure an adequate supply
of labor, the U. S. Forces started paying labor themselves. How-
ever, in doing so it was still considered that the U. S. was merely
acting aé & fiscal agent for the Republic of Korea, Still later,
when the Government of Korea had reestablished itself, we found

it necessary to continue paying labor oursclves since the ROK had
not included such disbursements in their budget. It was necessary
for us to have the lebor and so we continued to make the peyments,
Furthermore, scome necessary activities, which ncrmaily would be
considered outright respcnsibilities of the ROK, were includec in
our disbursements as a matter of necessity.

It is advisable to think back tc¢ the circumstances surround-
ing the first few months of the war and examine these expenditures
in view of the circumstances, The U.S. had rushed troops and
equipment intc Korea in order tc help them repel an invader. It
seemed to be clear in all minds at that time that whatever assist-
ance could be rendered these tricps in the form of labor and
service would be supplied by the ROK ot their expense,

We have recently established a reporting system for whan cx-
penditures, separating those attributable purely tc the ROK from
those of a military necessity having an cbvious residual eccnomic
benefit and from those expencitures which were purely for military
purposes. Yk have such a breakdown for Januery and February of
1952, Ve will very shortly attempt to examine the records in the
Finance Center in St. Louis in order to complete the breekdown
back to the beginning, ‘e did not establish such a system before;
the necessity therefor was not at all apparent since we did not
expect to pay for these advances,

I should like to discuss at this time the military conversicn
rate. Initially we were concerned over the military conversion

rate for the purpcse of establishing 2 rate for sales to indivicduals.
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The rate used for chaerging appropriations was merely o bookkeeping
problem, Now, however, since the expenditures have grewn so large
and because of the repeated insistence that the whan drawings be
repaid, the rate assumes added importance since it may become the
basis for the actual expenditure of appropricted funds.

In this connection, I should like to point ocut thet in the
spring of 1951 at a conference of Comptrollers in Washington, it
was recommenced by this headquarters that the current U.S. acccunt-
ing system be abolished; that the reserve acccunt be eliminated;
that we stup charging U. S. appropriaticns; and cefinitely and
officially inform the ROK that there would be nc repayment.

Although the military conversion rate was supposed to be just
that--a military ccnversion rate, it early assumed an importence
and significance all out of proportion to a military conversion
rete, This was partially due to the fact that the ROK insisted on
maintaining the official conversion rate at a stable figure.

It is becoming increasingly more cifficult to make a precise
determination of 2 prcper military conversion rate.

We have relied principnlly on the method of compering current
prices and costs with those in effect in June 1950 anc rclating that
comparison tu the exchange rate in effect in June 1950. The first
item of cost we examined was the index of retail prices. The Bank
of Korea publishes such an index., Its validity is open to questicn
since some of the present statistical techniecs do not appear to be
in cunsonance with accepted proctice. Furthemmcre, this index is
largely influenced by the price of rice, and we have been infcrmed
thet the price of rice in Korea appears tc be influenced by factors
other than supply and demancd and the economic situation of the
country,

Another index which has been used, again published by the
Bank of Korea, is an index of whclesole prices., However, this in-
dex is largely influenced by prices at which we sell aic imports,

We thereby have a tail-chasing propositicn.,
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Ansther index is wages. With regard to Armmy weges, it is
hard to c¢ompare wages today with the summer of 1950 due to the
various hidden emcluments, Such things as door-to-door pay and
unearned overtime obviously affect take~-home pay and the effec-
tive wage rate.,. In some instances wage rates are raised by
stealing; in cther cases, wage rates are raised in effcet by the
operction cf special stores, whereby we sell the basic commodities
to employees at prices below prevailing prices. I mention these
factors not to critieize the lccal commanders whc have a job to
get done and who must resort to various devices in corder to in-
sure a supply cf labcr, but merely to emphasize the Jifficulty
of comparing the increase of effective wage rates now with the
summer of 1950, As for prevailing wages made by contractors and
other people in the economy, we have publishel wage rates and they
show universally a terrific increase far cut of proportion to the
changes in the military conversion rate,

Wle have also given weight tc various money prices., The black
merket rate for MPCs is used. However, this rate varies with the
activities of operators anl with the effectiveness of law enforce-
ment, The free market for grecnbacks appears to be a pretty gcod
indicator, but it is very thin and is somewhat influenced by the
legality or illegality cf the import transaction involved. The
free market price of gold is also very g.od indicator, but this
market is also thin and the rate somewhat influenced by hoarding
activities. No one index or price is reliable of itself. However,
they all show the same gencral picture, and when they are all con-
sidered together a fairly comprehensive estimate of the situaticn
is obtainable,

One study was made basedl on the parity purchasing power
principle, comparing the United States and Korea, Its validity
is questionable, first, on the grounds that sales prices of U.S.
ald goods greatly influenced prevailing prices in Kcrea, and
secondly, on the grounds that it seemed absurd to compare the prices

'y
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of basic necessities prevailing in San Francisco with those pre-
vailing in Korea., 4 better co@parison cculd be made between

Japan and Korea, and a parity purchasing power study between the
two would probably have very éeal value, |

No attempt has been macde to ascertain the optimum rate for
foreign trade, after all, it is surposed to be unly a military
conversion rate. Business conditions are still chaotic and it is
doubtful that adequate cost figures could be obtained.

In May of 1950 foreign exchange auction was held in Korea
whereby an average rate of 1800 whan equals $1 prevailed. This
was the rate that was initiclly used as a military conversion rate,
By October 1950 prices hac¢ risen to justify a 3000 tc %1 réte, ~nd
the military conversion rate was actually set at 2500 tc 1. The
feeling amcng officicls in Korea at that tihe was that the price
rise was purely temporary and prices would shortly subsile. By
November prices had risen to such an extent that the military con-
versicn rate was changed to 4000 to 1. 4gain the feeling in Korea
was that the rise was purely a temporary phenomenon, By March
1951 the rate had been changed to 6000 to 1. Since then the mili-
tary conversion rate has not been changed, althcugh prices, wages,
and costs have steadily increased,

Although it is universally reccgnized by all Americoans con-
cerned that the 6000 to 1 rate is entirely unrealistic, recom-
mendation for chanée has not been made on the grounds that to
change the rate would destroy the confidence of the Koreans in
their money, their economy, and their government. We have been
advised that the advantages to the U, S, of making the rate real-
istic would be far ou£weighed should such a change result in
political anc economic chzos, The Korean officials'attitude is
somewhat different. They state that should the U.S. repay the whon
advences in U.S. dollars, prices will immediately fall =nd the

6000 to 1 rate would in fact become realistic.
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Onc result of the static cunversion rate in the situation of
rising prices has been the consistent cecline in whean sales to it
dividuals. In the fall of 1950 whan sales averaged over #2 millicn
a month. That figure has steadily declined until it n-w averages
less than half a million, which a;pears to represent the purchase
of those individuals and agencies who cannot avoid purchasing whan
at the Finance Office, The result is, of course, black marketing.
The effect on the eccnemy involves flight of capital and the im-
port of luxuries. The effect cn troops is a serious situaticn,
Naturally, we do not want to wreck an economy in order to cater to
the personal needs of ocur soldiers, but then on the other hand,
neither do we want to corrupt morals in order to preserve a ficti&n,
Tt is a sad ccmmentary, but it appears that wherever we sencd our
young men overseas we present them with a financial situation
whereby they must pay a terrific penalty for being honest.

Now for a few words on whan drawings and Korean inflation,
Certainly thc expenditure of the whan crawings are inflationary.
No one can deny that. However, it appears to me that the state-
ment that UN expenditures =re inflationary while all other whan
expenditures are not inflationary is false. It appears obvious
that when there is a general inflationary situaticn, all expendi-
tures should equally share the blame. Bank credit is also infla-
tionary and the subjeet is seld-m mentioned when discussing whan
drawings and the inflation in Korea. Furthermcre, the whcle ficld
of wvelocity of circulati-n a-pears ts be left untouched. The only
perscn whom I have heard mention velccity was Mr, Blumfield when
he remarked thet after a cursory examination velocity appeared to
remain unchanged,

The facts show thut sume of these whan drawings are disbursed
by the Korean Government itself. 4 large portion of the whan
drawings are disbursecd right to the Korean Government. 4An uniden-
tifiable portivn returns to the Korean Government in the form of

taxes, and there is no questicn that a considerable share of the
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whan drawings give employment to a number of people who would
otherwise be relief cases, thereby recducing the need for a ccrol-
lary expenditure by the Korean Gecvernment. Furthermore, tc the
extent that the collar proceeds of sales of whan to individuals
are used for the importaticn of expendable items, the inflation-
ary effect of that porticn of the whan drawings is only temporarv,

However, we are faced with a situaticn wherc Korean officizls
cnd the Korean Republic appear to be firmly convinced that the UN
whan drawings are the scle cunse of inflation, This is a factor
which must be reckoned with and which cannot be disregarded cn
the basis of apparent logic cr fact. Furthermore, the Korean
Government and pecple appear fimly convinced that repayment of
the whan drawings in U, S. Jollars would resclve 211 their finan-
cial troubles. Here again we have a factor which cannct be dis-
regarded on the basis of ajparent logic or fact,

The position of the Korcan officials regarding the benefits
to be derivea from repayment by the U.S. is 2;proximately as
follows: First, althcugh it is a mincr problem, w-uld Le the
balancing of the government's books. The second factor is a psy-
chulogical one of the effect of rublic knowledge of the Korean
Government's ownership of a large amcunt of foreign exchange. The
third factor is the idea that the excess whan in circulation could
be bought up with dollars, Fourth, it would enable the Korean
Government to make credit available to get production focilities
going., Fifth, that the collars could be expended to effect imports.

Let us examine these ideas, Balancing the books is purely an
internal problem to be effected by various dovices. The phychclo-
gical claim may have some validity, The idea of buying up whan
in circulation with U.S, dollars is not appealing from a point of
view of economics nor from & point of effective usage of U.S,., tax
receipts. Since people who can hardly find means to purchase caily
rice would not be in the market for dollars, it apears thot only

speculators and others with excess funds would be affected. If the
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program were carried on extensively the dollers or certificates
representing the dollars would probably become additicnal pur-
chasing power within the economy. Furthermore, there is always
the danger of using bank borrowings to purchase the whan, is

for the repayment of the whan making credit available for business,
it is hard t. sce how the mere rossession of foreign exchange by
the Korean Government could be used as a basis for indigenous
credit. ith regard to imrorts, obviously if carefully selccted
and properly handlcd there would be a deflationary effect, Past
experience shows 2 tendeney, however, or at least a desire to im-
port capital goods which in themselves would require an expenci-
ture of large amounts of whan before actunl production could be
started,

It eoppears that the main problem is to get rice into the rice
bowls &t reascnable prices all over the country anld on 2 continu-
cus sustnining basis. There a;pear tc be better methods of ac-
complishing this than by turning over a large fund of U.S. dollars,

If the poyment of U,S. dollars to the ROK Treasury would cure
the inflaticn in Korea it would be worth the expenditure despiite
the violation of the principle involved. If the payment of U.S.
dollars would even clear the z2ir so that constructive encnomic
measures could be taken, it would be worth the expenditure, How-
ever, since Xorea's nceds at the moment appear to be centerec
around the importatiun of essential gorods and services and the
proper administration of her internal cconomy, efforts along thicse
lines other than the mere payment of dollars seem tc be indicated.

I shoulc like now to mention a generel question. Specific-—
ally, should the UN whan drewings be considered separate and apart
from UN aid, cr should the twc be considered together? In bring-
ing up this questicn, I am considering the over-all inflationary
situation and the condition of the economy. If the whan arawings
are considered together with the UN 2id, under the generel heading

of UN activities, the whole argument that the UN is causing the
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inflation in Korea disappears. Even the ROK officials admit that
the eccnomic and financial benefits cerived from UN aid far cut-
weigh the economie and financial burdens imposed by the UN whon
drawings.,

Without the UN cid the ROK economy, and particularly the
fiscal situation, would bear little resemblaonce to that preveil-
ing today. Undoubtedly the ROK Government w.uld have had to
issue billions of whan in order to care for minimum needs of
her own population, It seems tc me that this is indisputable and
needs no further discussion. It also 2ppears evident thet the
public insistence for the U, S. to repay the whan advances and
blaming the whan advances for Korea's economic and financial ills
stems from a failure to recognize the connection from inter-
relation between U. S. ecconomic aid and U, S. military requirements.

another principle which to me is of primary importance simi-
larly appears to be disregarded, That is the principle that what
1s Korean should be contributed to the mutusl effort without cost
to the other UN countries participating, and what must be imported
should be contributed by the UN countries to the mutusl effort
without cost to Korea, Operating -n this basis there should be
no question of claims and counter-cloims between Korea and the UN
countries,

It is recognized that this principle is subject to challenge
on many scores, and two arguments agoinst it have been reised in
the past., First is the argurent that "pay as you go" is the cnly
dignified and realistic menncr in which the United States should
operate uverseas, and seccndly, that the Korcan econumy is in-
capable of supporting the enormous burden of providing indigenous
logistic support toth to itself and to the UN Forccs.

With regard to the "pay as you do" principle, I shall say
only that a mutual militaery effort implies a mutual ubilization of
resources, particularly where the contributi-n of the U.S. so
sreatly outweighs the contfibution of Kcrea , whose fronticrs are
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actually under attack., 'ith regerd to the inability of the Korean
economy to support the whole indigenous logistics burden, there
appears tu be no cbjeetiun here to furnishing the =id required tc
enable the Korean economy tu do its job, provided the aid is pro-
viled as aid rather than as payment of a debt, and provided that
maximum effort is made to use this 2id most efficiently ccnsistent
with circumstances and ability.

In this connection it appears that aid imports shculd not be
regarded as a means of absorbing excess currency in circulation in
order to reduce inflation., Rather, 3t should be viewed as an ad-
ditional source of revenue to the Government of Xorea in lieu of
such taxes or note issue as would reduce the standard of living
of the Kerean populaticn belcew the necessary minimum, Completely
distinct from the balance of payments question, it appears that
an examination <f Korca's aid requircments in the light of the
amount of extra revenue required by the Korean Government to aug-
ment tolerable taxes would be to advantage,

Returning to the question of considering UN whan drawings and
UN aid together, if it is lecided that the whan Jrawings are a
military problem and aid is = civil affair and the twe cannct be
cunsidered together, it o, pears that the principle of furnishing
eccnumic aic te Korea from military appropriations should be re—

examined for justificaticn,
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CHIEF, CIVIL AFAIRS SECTION
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Gentlewnen, the Civil Assistance Mission in Kcrea is to pre—-
vent interference with tae nilitary operations on thie part of
the civilian populace; to prevent disease, starvation and unrests
to provide econouic aid and tec.nical advice; to provide indus~
trial rehabilitction on & siort-terw Hasis; ond in those areas
occupied in Noril Korea, to adiinister militury government, In
South Korea, we are nolt ediiiuistering .iilitary governnent; nortn
of the 38th parallel we arc, Actually, the Civil Assistance
Progran eubodies waat is nornelly colled Civii Afiairs, Relief,
ineluding a ty.e of disaster relief, and Econonic Ald suclh as 1s
found in the former ECA progrowu, end the, north of the 38th
parallel, Military Governueut,

(CHART)

The organization for corrying out this nissin is shown
schenatically Lere., As we start at the front, eccir division has
a civil assistance comuission of 5 officers and 10 enlisted nen,
Eocii Corps has a Civil Assistance Section of 3 officers and 3
enlistec uen. Bighth Aruy Los a specinl staff section of Civil
Assistance cuuposed of 23 officers and 16 enlisted nen, and as
a subordincte coumand of tue Eigutih Aruy, tihwe Unlted Netions Civil
Assistance Goimand, comuwnded by General Crist. TUNCACK o
epproxinately 538 incdividuals, as of a few days «go. The rela—
tionsizip is, of course, a comnand relationshi: of Eighth U, Ss

Arry to the Corps, a command relationsnip of Corps to division,

a counand relationsnip of Bighth Ariy to TiCLCK, witi the Civil
Assistance Section of Eighth ArLy s a staff organization,

In general, tie functions perfornmed fzll along these lines,
The division: The coutrel of refugces to keep tuen fronm interfer—-
ing with nilitary operations, and also to safegﬁard te refugees

thenselves, During the tincs of combat and novenent, the
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principle occupation is with those entering the zone fron the
north as our troops advauce into it.‘ At the present time; there
are very few coning fron tie north and tiie main reiugee control
is on those trying to push up from the south. rEach division has
o dispensary, with Korsen redical personnel, to give inwmnizations,
dust for DDT, and to give first aid to the civilians. The Corps
has, in additicn to several dispensaries, a U40-bed hospital
brougi:t in througli the Civil Assistance Program. This is also
manned by Korean national civilians. The Corps hospitals are
unCer tentage, and are mobilized so that they can move on trucks,
They take care of any new refugees neeling hospitalization,
They also take care of the civilian labcrers who are injured or
become ill in the forward areas. In addition to the hospital,
you have heard nention of the Korean Service Corps and there is
another part of that hospital up there tuat tekes care of thenm
in addition to taking care of civilians, The Corps have refugee
collection points and, if neccessary after collection, evacuate
tilem to the rear. If possible, tliey settle thew within tueir
own zones, If it is necessary to evacuate them to the rear,
liaisonie maintained with the provincial team. Tarough liaison
with them, the refugees are evacuated back into tlie province
and there UNCiCK coordinates their further evacuation, UNCACK
is not just an organization in one spot but has teams oubd in every
province of South Korea,

As far as Bighth Arny is concerned, it exercises command
function as I stated; however, our Civil Assistance Section does
not operate of itself., We have no dispensaries and no hospital
operating directly uncer the Civil Assistance Section, Head~
quarters, Bighth Aruy. We are purely a staff section performing
the normal staff functions of recommending policy, translating
policy into directives, supervising the operation of the subor-—
dinate cormands of Eighth Army, and the tlhings normally performed
by a staff section with one exception, and tihat is in the field

of eritical materiacls, specifically tungsten. UNCACK is the
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operating agency for BUSAK in the rear of the Corps zone for all
of South Korea, and as such, performs the bulk of tle operations
with regard to techniczl aid, econcnic aid and advice, and relief
functions which occur south of tlhe Corps boundary,

Questions & Answers:

Qe Are there lots of refugees living at Cheju-co?

A, TFor the size of tlhe island there are quite o few, but I be-
lieve the dranatic cppeal of movement Ly air to Cheju~do has
over-emphasized the number tiere in tue public mind., However,
I believe the largest number of refugees in Korea are on
Cheju~do.

Q. The Civil Assistance work of the divisions comes under UNCACK
or under BUSAK?

A, The Civil Assistance work of tlie divisicn is under Corps, and
Corps is under Bighth Arny, There is no direct command re~
lationshiip betwoen UNCLCIK and Gorps,lor'bctwecn UNC.EK and-
division, There is a supporting relationship between these
two provines and tiese corps liere, In routine matters they
call on Corpé, ant in euergency matters tliey call on us, but
the command relationshiip is not between UNCALCK and the Civil
Assistance people up here,

(Speech Resuned)

I just want to mention a few things in passing here., First,
we are speaking of o country which has been entirely overrun
down to this little beacchhead, The capitol city of Seoul has
changed hands and has been occupied by the eneny on two occasions.
Therefore, when we speak of Korea, we speak of & rather beaten-up
area in general, Second, the significance of the 38th parallel.
It is a political line of denarkation, The Republic of Korea has
no authority north of the 38th parallel, Militery governuent is
being performed at this time by tlie Corps coumanders as a combat
forn of Military Governient north of the 38th parallel. The ROK
Corps, in one or two areas of North Korea, are not representing

the Republic of Korea, but rather are representing the Commanding
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General of the Bighth Arny in their exercise of autilority there.

In the general picture of refugees, we ave two lines. One
is the Refugee Line, I an pointing out here, behind which an at-
ternpt is made to keep all refugees who do not have legitinate
business north, The second line is a Farm Line which runs generally
along here to which line all faruers are pernitted to return in
order to get their crops in and get the fields in production,

North of the Farm Line, the Corps and Civil Assistance personnel
organize groups to go out and toke care of tae fields under super-
vision of uilitary personnel or police., So even waere the farmer
is not allowed to return on o pernanent basis, an effort is nade
to get production out of tihe fields,

Another natter I want to nmention is the effect of the present
draft of the Arnistice Agreement. Formerly, the Arnistice Agree-
nent tsed as a basis for repatriation the 38th parallel, They
nade a rather sinmple problen, that after the Arnistice, any one
who formerly lived scuth of the 38th parallel, thet is, any foruer
South Korean, could choose to go back. Any forumer Norti Korean
could choose to go back, That was a simple problen in which all
people coning back to Soutih Korea would be South Koreans, In this
gituation we would have no particular responsibility other than
as an advisor and furnishing relief ard assistance to the Republic
of Korea. The present Graft of the Armistice Agreement, however,
changes that basis to the Military Demcrkation Line, so that any
one who fornerly lived south of that line can choose to go south,
and any one who formerly lived north of the line can choose to go
north. This wmeans that of the repatriates now, in the event of
an Armistice, we would get not only South Koreans but North Koreans,
who are being repatriated under the terms of a United Nations
Comnand Armistice, and are therefore a responsibility of the United

Nations Command ratlhier than purely a responsibility of the ROK,

Questions & fnswers:

Q. What currency is used north of the 38th parallel?

S
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There are two currencies in use. North Korean won and South
Korean won, The only people of any consequence north of the
38th parallel right now are right along the coast, Those
working for the UN are being poid in Soutl: Korean won, The
.igflux of South Korean won up in here would be in large part
or entirely fron UN payrolils..

Do you have any speciol difficulties with tiie ROK with regards
to the ROK Corﬁslabove the 38th parallel, in regards to the
control of tihat areal

No. General Paik, who coumanded that corps, was very nuch
interested in his'divil assistance mission and in treating
these North Koreans in there well,

Have we made amaﬁyong effort to apjeal to these North Koreans
north of the‘58th.an& soutir of the militory line by providing
information os far as pqssible in view of tlLe nilitary sifﬁ—
ation tlut wéuld have gieater appeai to then than those under
the Nortl Korean regime? For instoncey psyehological war—
farel

Psycehological warfare, as Weii”as the USIF. Those people are
treated just as well as the South Koreans, There is no
Gifference in the treatment of a refugee whether he is a
North or South Korean, e,

— BEND w
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REMARKS OF BRIG; GEN, W, E. CRIST
CG, UNCACK
9 April 1952

Ur, Meyer, Members of the Mission,

Gentlemen:
I should like to start today by giving a brief explanation
of certain funds which I have heard discussed and will be mentioned
frequently in Korea,

I. a, Counterpart Fund

This account originated from the Aid Agreement signed
by the Governments of the United States and of the Republic of
Korea on 10 December 1948, patterned on the ECA agreements with
Western European countries., Under terms of the Agreement, the
Korean Government cgreed to establish a "Counterpart Fund" in the
Bank of Korea into which it would deposit the won eguivalent of
the landed dollar cost of all United States aid made available to
South Korea cn a grant basis, and to use those funds only for pur-
poses mutually agreed upon with the United States Government in-
cluding the financing of won expenditures incurred by the United
States in carrying out the Aid Program.

The balance in the Counterpart Fund Account in the Bank
of Korea stcod at 187,355,738,101.53 as of 29 Feb 52; This is
the net balance resulting from the ECA Program., Deposits to this
account are made upon notification to the Minister of Finance by
Representative of Economic Cooperation Administration, of the won
equivelent of the dollar value of aid goods delivered to Korea.
Monthly status reports of the account are forworded to the United
States Ambassador, Korea and to me ..s Commandi g General; UNCACK,
on or about the 5th of the month following the month for which the
report is submitted., The Americcn Enmbassy is cur.ently in chearge
of Counterpart Funds disbursements and contrel.

b. GCounterpart Fund, Sub-Account "iM

This account originates from the letter dated 5 November
51 to the Minister of Finance, Republic of Korea from the Command—

ing General, UNCACK, pursuant to instructicns from the Commander-
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in-Chief, United Nations Command, requesting that the Ministry of
Finance establish in the Bank of Korea a separate account desig-
nated "Sub—-Account A" of the Counterport Fund,

Deposits to¢ this account represent the won equivalent
of the dollar value of aid goods procured and delivered to Korea
with funds transferred from the Economic Corporation Administra—
ticn to the Department of the Aruy, design.tel as SEC supplies.
Monthly stotus reports of the account are forw:rded to the United
Staotes Ambassador, Korea, ~nd tc me as Commanding General, UNC'CK,
in the same manner as Ccunterpsrt Funl reports, The balance in
the.Cuunterpart Fund, Sub-Account "AW, in the Bank of Korea stood
at 30,263,590,380.00 as of 29 Feb 52,

I approach with some hesitcticn my Jiscussicn on the subject
of the importence of money for I am sure that we all fully realize
the many privileges which mcney gives us. But I am equally sure
that there are many privilieges which a sound money system affords
that _ne has a tendency to overloock,

There are in the werld today two systems by which people unite
in their efforts to make a workable economy on a noti n2l scale,
Under Communism the system is cne of force, which compels inlivi-
duals to do whetever form of labor or service that thouse in author~
ity feel they want, Under democr-tic capitrlism the incentive is
money instead of force, for with a scund amcney which ¢ .n be stored
away for future use or spent for a wile voriety of gocds, is in
great Jemand in order thot an individual can attain a higher
stanlard of living and have a higher sense of security in the future.

There are, cof course, scme who fover o little inflotion,
Certain business men like t. sce prices rise so th-t they may earn
an easy profit, Debtors co not object to inflatizn since it per—
mits them to pay back money of less value than that which they
originally received., Infleticn in Korea, as in cther ccuntries,
is simply that Korea ccnnot produce as much revenue ~s it requires
to meet its expencitures, Therefore, it increzses the money supply,

in effect, making money out c¢f thin paper with which to pay its
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bills. It follows then that the more money there is in circulztion
the less will be the value of the individuwel unit concernel, In
Korea, we have a very difficult prcblem as inflation has continued
since the end of the war in 1945,

In December 1949, the Secretary of State aldressed a memoran—
dum to the Korean government on this subject, and within the next
few months materizl progress was made toward control of the infle-
tionery spiral., However, just as revenues were improving and about
equaling expeniitures, the Communists attocked in the North., The
war which followed caused a tremendous increase in the requirements
for the Korean won, while at the same time lowering the potentiality
of the economy to provide the won by normal revenue or loan proce-
dures.,

Mimeogrzphed paper #1, which I have handed to you tocday, shows
"Increases in the Money Supply Since 1950." This chart shows the
increase in won by six month periods. The left side of each ther-
mcmeter bar shows the money supply, that is, bank nctes in circula-
ticn and bank deposits; and the right side »f each thermomster bar
is broken down intu U,N, forces drawings, miscellaneous couses, bank
loans, ond government borrowings less sales of ail supplies. You
will note that the money supply has increased from 122 billion won
in June 1950 to 784 billion wen in December 1951, Accompanying the
ghart are some explanatory notes you might like to study this paper
at a later time.

Mimeograph paper #2, prepared by Ministry of Finance, sives in-
fermation concerning the monthly status of the note issues; the
advances to U,N. forces; :n the net proceeds .f scles of 4Lid goods.
In aidition, the wholesale index, retail price index ~nd wage index
are shown. This table shcows the foilure of the sales of gouds to
equal the azmount of the acdvainces to the U.N, forces. It further in-
dicates that the note issues have not increascd with the same degree
of acceleration =s has charactcrized the advances to the U.N. Forces.
Finally, it gives 2 comp-ris.n of increases of prices and wagces.

I might all that this positicn in which lcbor finls itscif is
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I might add that this position in which laobor finds itself is
one cf cur chief cuuses for alarm concerning the present situztion
in Korea, The U,N, Forces must be supported by the dircct effurts
of its own employees as well -as the incdirect labor of thiusaonds of
Koreans in the ROK economy, But discontent and work stoppages can-
not but result in an ever increasing way as labor finds itself with
diminishing rewards due to increasing prices and with diminishing
incentive for effort as the inflation destroys the future value of
their purchosing power,

This situation is particularly dangercus insofar as concerns
employees of the ﬁ.N. Forces who nhave not received a pay raise
since last September,

Inclosure #3 is & comiilaticn of data extracted froem the

monthly cables which have been sent to CINCFE cuncerning the finan—

cial situation in Korea, You will note how the wages paid U,N., la-

bor lags behind the periodic price increases., On this table are
also shown the dollar value of sales in won to military personnel,
which has diminished over the past year to approxim-tely one-fourth
of the initial lewvel, Disbursements in won to meet the local ex-
penses of the U,N, Forces, which are alsoc shown, have indicated a
reverse trend to almost the some degree, »s these have mzre than
trebled during the same period,

Some people will say thet the chief c use for inflati.n has b
been these unlimited advances of wun to U.N, Forces conforming with
the agreement reached on 28 July 1950, under which the U.N. Forces
are furnished by the ROK Government quantities of won they need to
pay indigenous expenses, To blame inflation on this alcne is not
correct., Actually the United Nations have delivered goods and ser—
vices to the Republic of Korea which represent z value substantially
in excess of either the total won advances to the U,N, Forces or

to the shortage 5f revenue which the ROK Gouvernment has pericdically

faced,

Many of these gcods sc delivered have been sold and the proceeds

have been deposited to the ROK Government, permitting these proceeds

to be used by them as revenue, but there has not as yet been
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developed 2 system which has permitted the translati_n of these

goods into the total amcunt of won required. In essence, the fub

of the prcblem is huw con we trenslate our dollars and gocds into
won which can be added tc the ROK revemue to the extent required for
them tc meet their obligations without increasing their money supply.
But an even greater problem is suggested here, one which concerns a
method by which the United Nutions or any great nation can conduct
military operations in the territory of a sovereign naticn without
inordiantely disrupting its economy and destroying its mcney. Un-
doubtedly, we will face this problem many times in the future, sé I
would like to turn to & cheart which shows in graephic form the theore-
tical principles of providing a balanced budget in a war cisrupted
econumy .

Chart #1l: The vertical scale represents billions of currency,
the horizontal scale yenrs, Requirements in revenues ore shown by
the heavy black line, which staerts high tu make up for destruction
and other results of war, anl grrdually diminishes until it levels
off at 2 point designated by the arrow of stnbility, But the mexi-
mum revenmue advissble .r possible is shown by the broken black line
which due to the war suirts low and as normalcy returns gracually
rises until it mects the ~vailaoble revenue at stability, This then
gives us a gap shown by the shaded porticun, which must be filled in
from some cther source,

This other siurce may be the selling of donated or
imported goods which wculd produce encugh indigenous currency to fill
in this gap. The line shown with X's indicates how the snle must be
quite large in the beginning of thc cperntion and gradually diminishes
until stebility occurs. In this way the total revenue, both in taxes

nc sales, w.ould equal requirements as shown by the red line., Under

v

such a procedure the money supply would remain nenrly constant, and
therefore, stability in the value of money and in prices could be
mainteined, In effect, this procedure is simply the maintenance of
a balanced budget.,

Chart #2: .Let us look at the graphical representation of this
principal in a chart which shows duel budgeting in the Republic of

Kcrea, Suppose th t the square represents the ROK ec.nomy. The
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U.N. budget might be wuet by taking froem the economy proceeds from
the sale of goods., The wcn would then flow as indicatea by the
arrows and suppert UN relief and military programs and go once again
into the economy preper. Lt the same time, froem the ROK eccnemy the
ROK budget itself would be supported by drawing .ut the necessary
money in the form of taxes and would support ROK programs and bring
the wcn back into the ROK eccnomy. The most perfect example of this
rrocedure is that of cur current relief program, We sell enough
relief supplies to get the won to provide the expense of carrying
out the relief program within Korea, s>t hat the relief program is
in a sense self-supporting and does not cause the ROK Gevernment to
inerease its money supply in any wey. Other programs should be
developed on the principle that they tuc will be self-supporting.

It is accordingly evident that the fundamental prin-
ciple to be borne in mind when planning operaticns in a naticn with
a disrupted eccnumy, is to assure that to the moximum extent possible
each agency cuncerned executes its operatiuns in such a way as to be
self-supporting insofar as cuncerns its demcnds up.n the local cur-
rency. Such an approach'is ebsclutely funcdamental if inflation is
to be avoided.

Furthermore, shipments of goods into the country
concerned, which are delivered as gifts or are sold to the receiver
nation, must be attuned to the capacity of the naticn to pay the lucal
costs of utilizntion, In an inflatiocnary situation, it is mistaken c
charity t. give the ROK Government sucih equipment which will gener-
ate a requirement ror won which is not within the cepsbilities of
the ROK Government to furnish, or when it will require large increases
in the muney supply of the nation. Failure to comply with this prin-
ciple will ceuse inflationary tendencies of verying degrees, depend-
ing upon the nature of the gcods involved.

Chart #3: With these two principles in mind, there are five (5) |
types of shipments which are or could be made into the Republic of
Korea, First, there would be thuse for relief wnich, I've already

mentioned, form a single self-supporting progream. Seccnd, there
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would be shipments intended tc produce the won required for the
support of the UN Forces in Korea, These are called economic aid
shipments on the chart, but they cculd be called UN support shipments,
Third, there are shipments for the military aid of the ROK Armed
Ferces., Fourth, are shipments for recconstruction projects, whether
military, UNCACK, or UNKRA; anc finally, the Fifth, the normal trade
of the ROK economy executel by ROK Agencies or individuals which we
would employ foreign exchange earned or received from exports and
other sources,

Let us explore for a moment the second cotegory of imports
menticned-~UN support precgrom. This will be of interest during the
negotiations in Pusan ns the ROK officicls appear tu achere to their
view that the Ecvnomic Ail Agreement should not inclulde the provisicn
that proceeds .f s:les shuoull be used for the support of the UN Forces.
Their views in this reg rd 2ppecr to be based -n the concept that the
relief program zs such shoull generate won which w.ould be solely for
relief and rehcbilitation in Korea., This point :f view may be some-
what plausible, at least in light of the fact that such & policy will
almost undoubtelly be fullowed when UNKRA takes over the operaticns
of UNC'CK, At that time, it is quite pussible thzt the CRIK prcgram,
as such, with the unused funis pertaining thereto, will be trans-
ferred tou UNKRA.

For the above reasons, it is manifestly -esirable to Jifferen-
tiate betwevn relief shipments -nd those intenied for UN support
purgoses, After 211, it is inadviseable to utilize funds intended
for relief as a basis for the support of UN military activities.

Such a procedure is questioncble at best from a legel standpoint,
and in addition, w.uld generate hidden costs of UN cperations which
would require adjustment when the CRIK program is transferred to
UNKRA, At th-t time it would be necessary tou secure replacement for
the funds lost with the CRIX program and, this in turn wculd require
the establishment of o separ te program for importing goods which

would be scld to suppoyrt the incigencus operations of the UN Forces.

4
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There scems to be general acceptance of the basic principle

that it is only tarcugh the sale of consumer gocds tu the Korean
public that the necess=zry won can be obtained to pay the 1.cal
costs of the UN military effort. Our chief problem, therefore, will
be to develop such a program of sales with the fixed cbjective of
securing sufficient won tc pay .ur way completely.

Therefcore, even if an agreement is reached with the ROK govern-
ment under which the United States will periocdically make up the
deficit in its won drawings, I believe every effort should be made
to obviate such payments of dollars, by producing the required won
from the sales of goods., If the proceeds were made available for
the use of the UN Forces, the won lrawings wiuld be correspondingly
recuced, In effect, this would give two s.uurces of won required:
First, the proceeds cf sales under the UN support rrogram, and
seconc, the advance of won by the ROK Government,

To the extent that the proceecs of sa2les were utilized for the
support of the UN Forces, an equivalent amsunt of Jollars would be
taken as at present from U.S. appropriations and dejosited in the
Suspense fccount with the U,S. Treasury Department, Therefore, in
effect, the UN Forces would be securing their won requirements by
purchasing them from the proceeds account or from the ROK Govern—
ment, And our cbjective shiuld be tc purchese all such won require-
ments from precceeds account, which in turn would cnuse the dollars
involved to be recaptured through the Suspense Account procedures,
This suggests that perhaps the best way to finance the UN support
program w.uld be to teke the dellars which would go into the Sus-
pense hcccunt and make them available for financing the goods im-
ported into Korea under the UN support program,

It moy be asked why worry with a UN support rrogram if without
it dollars would be pzid tc the ROK Govermment, Such a procedure
would violate the principle of self-support and would mean that the
utilization of the cdollars involved would be largely determinecd by
the ROK Government, with grezt chonces of delay or improper use,
and corresponding failures tc attain the proper contrcl over
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inflationary tencdencies,

4s an emergency measure, an integral part of the UN support
program w.uld be tc reduce the reguirements for wun by jeyments
and issues in kinl rather than in local currency. By such a
procedure, it is estimated thet won requirements might well be re-
duced tc cne-half the total otherwise necessary, These payments
in kind would take the following three (3) forms:

First, rayments in bulk which would be paid to the ROK Govern~-
ment, corporation, or individual contrzctoers,

Seccnd, forced issues to UN employees in lieu of wages. In
particular, fcod ani clothing should be used in this way, as is now
being dcne for members of the Kerean Service Corps.

Third, optional sales of su, lies for w.n to UN employecs.

Such sales would be executed in an attempt to recapture from the
employees the wen paid them as wares,

I would like to call your attention to the fact that the con-—
cept of a ccnsumer goods program as cutlinel calls for the business-
man being added to the military and dijplomatic team in crder that
military cperations asay be conducted in a small country without
injury to the financial structure and the ec n.my »f the ccuntry
concerned,

Analyzed even further, the presence ¢f a wide variety of con—
sumer goods imported from abroad would inspire local inhabitants
to a renewed effort to earn the acney necessary to buy the arﬁicles
that they particularly desire. Nothing could be more important in
the psychological campaign to assure the peoples of the world that
it is the individual ancd his wants and needs which is of paramount
ccncern in the free werld, while such considerations are largely i
ignored under Communism,

Tt is not necessary for me to go into detail ccncerning the
provisions of the Aid Agreement which call for joint control cver the
use of ROK foreign exchange., I might discuss, however, for a moment
the prop .sed committee crganizations thrcugh which will be exercised

whatever degree of joint authcrity the final agreement provides.
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I c2ll this the Joint Central Organizotion,

Chart #4: I have here a chart which shows our present con~
ception of this committee organization. It has been discussed on
many occasions with ROK officials and has actuzlly been proposed
by them somewhat, as indicated hereon, The tup or overall commit-—
tee, called the J>int Planning Cummittee, would be made up cf senicr
representatives cf UNC.CK am! the ROK Guvernment, with UNKR. repre-—
sentation in an cbserver capacity until UNKR. becumes operaticnal.
At that time, this top committee sh.uld be composed of senicr
officials of the ROK Government, UNKR:i, and the U.S,

The Joint Planning Committee would determine broad policy
and direct the operations of the committees underneath it, all with
the end of p»roviding the highest possible degree of coordinaticn
in the planning and exccution <f programs under the ROK economy.
Five Standing Sub-committees 2re currently visualized; additional
ones are under study,

Budgeting and Programming Subcommittee, which is charged

with the responsibility of preparing plans, programs, program cb-
Jectives, and budgets un a liong-range 2anl fiscal yeor basis,

The Foreign Exchange Subcomuittee determines policy and

allocations concerning the use of foreign exchange.

The illocstions Subcommittee determines the allocation of

all civil assistance and aid supplies received in Korea,

The Relief Subcummittee determines the allocetion of re—

lief goods to relief programs and projects,

The Grain Subcommittee coordinates all matters pertain-

ing to grain within the Republic of Korea,

Underneath these Standing Subccmmittees, there would be
three cther levels of committee operations:

First: Working Committees on an ".id Hoe" basis, formed
tc develop solutions tc specirsl problems f a general nature, make
stucies of assigned matters, and to develep roliecy in a sprecialized
area tc be approved by the Joint Planning Ccmmittee,

Second: Operating committees on the Ministry level,
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under the Chairmanship of the Minister, The cummittees are cumposed

of Ministry perscnnel and specific specialists of UNCiCK, advising
the Minister on problems presented,

Third: "Yorking Committees within the Ministries, made uy
of special committees of experts to develop sclutions t» special
problens; and to cevelo, ;rocecures and techniques,

At the present time, three of the srecial Standing Sub-
committees are in operation; the Allocaticns and Relief Subcummittces
which function as one committee, namely, the Central Relief Com-—
mittee, and the Grain Subcommittee. In addition, wcrking groups
and activities on a Ministerial level are carried on t- the extent
necessary, althcugh formel coummittees are not now in existence.

It is believed thot such a cummittee structure is = s.und
way of ccordinating the lans anl rograms of the ROK econumy. Even
without the jresence of foreigners in Korea, such committee opera=-
ticn would be necessary within the structure of the ROK Government
abcve the Ministerial level. We feel, accordingly, that highly co-
oordinated ;lanning procedures can be develo;ed and exccuted as a
result of this committee organizaticn, proviiel of course, jroyer
qualified rerscnnel sarc selected.

A moment ago, I mentioned that the Aliocations and Re—
lief Subcommittee functiune. through the Central Relief Committee,
I should like to tr:ce the history of the Central Relief Committee
ujs t¢ the rresent time.

II. Central Relief Committee

In fugust, 1950, shortly after the invasion of the ROK by
North Korean Communist forces, the ROK Government decided to es-
tablish a Central Refugee Committee for the jur;ose of Coordinating
the efforts of the varisus ROK Ministries and Agencies t» bring
relief to the refugees. The Minister of Sccial Affairs was a;;oin-
ted Chairman, and the Ministers o»f Health, National Defense, Home
Affairs and the Director of the Office of Su;rly members of the
Committee, On 5 September 1950, staff members of the SCAP Public

Health and Welfare Divisicn arrived in Korea to determine the
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relief requirements and to establish efficient rocelures for the
receiving; distributing anl accuunting for UN relief sujjlies,
The ROK Ministers =f Sueial affairs, Health and the Director of
the ROK Office of Suprly, agreec that a Joint Relief Committee
would best serve the ;urpuse of coordinating all interests in the
UN relief rrogram and it was decided to expand the existing ROK
Central Refugee Committee to include SCLP Chiefs of Public Welfare,
Public Health anl Sup;ly Secticns. The Central Relief Committee
then included:

ROK Minster of Social Affairs, Chairman

ROK Minister of Health, Member

ROK Minister of Natiunal Defense, Mcmber

ROK Minister of Home .iffairs, Member

ROK Director), Office of Sup;ly, Member

Chief, SCAP Public Welfare Division, Kember

Chief, SC.iP Public Health Divisiovn, Member

Chief, SCLP PH&W Su;,ly Division, Member

The respcnsibilities of the Centrzal Relief Committee were de~
fined to include:

a, Determinati:n of relief needs,

b, Allocati.n of relief supplies.

c. BEstablishment f effective ;rocedures for distribution of
relief supilies.,

d, BEstablishment ~f roger methods of accounting for UN
relief su;plies,

e, Determination of pclicies governing the relief activities
in generzal,

In November 1950, after the departure of the staff members of
Public Health and Welfare, SCAP, the UN relief program was jlaced
directly under the Eighth U,S, irmy, Korea, and the res:onsibility
for the implementction was assumed by United Notions Civil Assis-~
t-nce Command, Korea., The Commanding Officer, and later the Com-
manding General of UNC CK became members of the CRC, The change in
command for the UN relief :rogram 2id not affect t he Central Relief
Committee responsibilities and activities., The scope of the CRC's
activities, however, has since widened considerably, /. charter has
been ;repared cdefining in detail the membershi,, authority, respon-
sibility and scope of activities, I am holding up ap;roval of the

charter pending consumation of the 4Aid Agreement.‘
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The CRC meets once weekly in the ROK State Ccuncil Room on
Wecnesdays at 1500 hours., Decisions are made by majority wote.
Lgendrs for and minutes of meetings are prepared, made available to
the Committee members and furnished to higher heedquarters.

The UNC.CK Headquarters Secticun, in ccnsultaticn with their
counterparts in the ROK Government, work out progposals for alloca-
tions of relief suprlies for free distribution to eligible necdy
persons or for sale. Prior to the Committee meetin.s, an UNC.CK
Sereening Committee reviews the propcsals and upon ap roval [repares
the agenda for the CRC meeting Relief supplies contributed by vol-
untary relief agencies are used for free Jdistribution to needy
people, Upon aprroval of proposed allocaticns by the CRC and ap-
proval of the CG UNC4iCK, alloc~tiun letters are prepared instructing
the ROK Office of Supply to arrange for shipping of the allocated
meterinls tc the designated provinces,

Department of the irmy (SKO) procurec supplies are generally
designated for s.le as consumer joods cr aids for economic and in-
dustrial rehabilitation. The proceeds of scles of SKO procured
supplies are deposited by the ROK Office of Suprply in the "UN
Special Account,!

The "UN Special Account! is an account at the Bank of Korea to
which proceeds of the sale of suprlies duvnated for the civilian econ-
omy on a grant basis by the United States Department of the Army are
deposited excepting those supplies the ROK Government and represemta-
tive of the Commander-in-Chief, United Nations Com:and, may determine
are required fcr direct relief, The balance in the UN Srecial Ac-
count in the Bank of Korea stood at 31,251,953,635, 71 as of 29 Feb
52, The funds deposited in the Special iccount are to be available,
subject to approval 5f the ROK Government and the United Nations
Command, to meet the won costs of Kurean supplies procured for direct
relief, the won expenses of public health and direct relief projeats,
including h using, apjroved by the ROK and the Unite! Netions Conmand
and-won costs of administering such public heslth anl direct relief

projects, To the extent that such supplies are sold, the ROK
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Government is required to collect from purchasers the won equi-
valent of the cost of supplies plus won handling chirges and won
transportation costs from the Korean port of dischurge to the

point of sale, Monthly st:tus reports of the account are forwarded
to the United States Ambassador, Korea, and to me ns Commanding
General, UNCACK, in the same manner as Counterpart Fund reports,

The CRC hes invited local representatives of internztional
voluntary relief agencies to participate in its mestings when the
allocations or relief supplies donzted by such agencies are being
decided upon,

We believe that financial and economic objectives can how be
given to UNCACK and UNKR: which will permit the prepar:tion of -
long-range plans from whiéh fiscal year programs could be developed
as required, similar to the broad planning which wzs employed here
in Tokyo under U.S. Milit:ry Government,

Such an epprocch would ccll for the annuel determinztion of
total requirements on the ROK economy, as well as decisions concern—
ing the extent to which these requirements could be met from in-
digenous sources, The deficit thus developed then must be met from
sources outside of Kcrea or reduced to the point that outside assise
tance will balance requirements. It is in this way that financial
and economic stability can be obtained as otherwise it will be im-
possible to bzlance the ROK nestional economic or external budget,
and based thereon, to balance the ROK won or internal budget.

Perhaps at this point I should give a2 picture of the concept
under which we are planning st the moment, In conjunction with the
ROK Govermment, we develop our requirements under the CRIK Program,
But these are pointed entirely at relief and, accordingly, are
intended only to meet thosc mand:atory neaeds of the ROK economy which
cannot be provided from indigenous sources or through the use of
ROK foreign exchange, The CRIK Program, thercfore, is not pointed
at either the reconstruction of Korea on a long range basis or at
the direct support of the U.N, Forces, In effect, the CRIK Program

S , /
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only provides first aid to the sick economy which it serves, Super-
ﬂnposed upon the CRICK program however, are various UNKRA projects
which do have long renge reconstruction and rehabilitation objec—
tives, These were sterted during recent months and have come into
operation within the past few doys with the arrival in Korea of
the first plane lozd of hatching eggs. Other plans for UNKRA
projects now in process of development include:

A Metallurgical Laboratory

Exploration of Placer Deposits

Surveys for power, fertilizcr, and ccement plants

A Plate Glass Factory

Various Educational Programs

And other similar Jong range projects

All of these progroms arc cocrdin:ted to the fulloust extent
possible with 211 ageneies concerned, At the sugiestion of the
ROK Government a speci:l werking group was recently formed to meoke
a detailed study of the proposed import plans of the ROK Govern-
ment and cther ocgencices for their fiscal year which begon 1 April.
While this coordineticn has been conducted in the pist ¢n an in-
formal basis, it should be formalized for its complete coordination
in the future, particulsrly as rcconstructiosn and rchabilitaticn of
a long range nature become more important, and as it becomes ever
more essential to follow an anti-infletionsry progr-m.

)

We are developing the plens for such a program, sc thot the
ROK Government will heve o guide and be able to £ollow correct
principles in finsnci2l m~tters. Unless they do so, of coursc, and
manage to attain a semblance of ccunomic ond fincneial stebility, it
well may be thet settlement payments mede to them would be to no
aveil, However, I feel personzlly that the evil effects of infla- .
tion in Korea have been such s to give = scund basis for hope that
the ROK Government will be willing to do everything in its power
to meintein stebility in the future. But due to the bssic weakness
in the ROK ecunomy, it is inevitcble that for 2 while they will be
unable to attein such stebility without substantizl and continued

aid from abroad,

. "
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Perhaps at this point I should again menti-n the extreme
difficulty which surrcunds the operotions of the ROK Government,
Many of their officinls are not well-equipped either in experience, .
in ability, or the positicns which they hold, In prrticuler, they
are exceptionally weak in the subordinate levels of civil service
whe actually perform the mechanical tesks incident to governmenteol
operations on the naticnal, provinical, znd lower levels. But
even if all thesc cfficicls were as well qualified ns those which
we hove in the United States, I feel sure thrt the difficult noture
of the problems which they free would still cause inefficiencies
and inertia to be apparent in many pl-ccs,

In truth there is little comp:risun between the problems
faced here in Korea with those which were faced by U.S. authorities
in Germony, Austria, and in Japan, For each of the three laotter
countries h:l o strong corps of governmental technicicns as well as
a substantial group of intelligent indivicduals cepable of exercis-
ing overrll directicn., Furthermore, Japan and Germ..ny are blessed
with potentially strong national ceonomics which meke notionnl
Pplaaning concerning them more cr less a plensurc,

In Korea at the moment we are faced with the necessity of
performing many tosks which neve to do primarily with building up
of an efficicont governmental structurc -nc the development of the
proeesses ond proceaures by which this structure would function.

In the absence of such 2 fundament:l or.anizstion, ROX officials
tend inevitably to draw unto themselves more and more power, as

the only alternative which they can see to the situction which they
face, Under current conditions there is substantial Justific tion
for much of this centralization of power even though there is no
Justification at all for it as a long range objective,

It h.s been nccessary for us, thereforg, to assist the ROK
Government in the develcpment of policies and procedures by which
import licenses would be huncled, foreign exchange contreolled,

grain programs mannged, imported supplies distributed, ROK industries

~
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financed, re-settlement projects furthered, and many cthers too
numerous to mention, N.r can I say that we have progressed suf-
ficiently for as yet in any of thesc areas, It must be emphasized
that in Korea you will be dealing with government officials who are
sitting »n top of an organizztion which is hardly more than make-
shift at best.

I sincerely hope thot this situation will be in your minds
throughout the negotiaticns thet the inefficiencies, delays, and
other cobstacles which you probably will face, will ceuse you to
have = sympathetic understanding for the ROK officials cuncerned
rather than tend to make you damn them tco much for their short-
comings, It might be wise indeed to consider that they are a little
immature and that as such they need guidance rather than to use a
more forthright, and too firm approach, I do not mecn to imply or
suggest that they should be given any unmwerranted concessions.

III. Conclusicn:

I am greatly ple.sed tu h:ve had tue opportunity to give you
short briefing on s.me .f the phases of UNC:iCK activities., We have
a dual responsibility of echieving a military victory and of estab-
lishing the basis for a sound economic structure in Koreai, While
. victcry appears assured, its full efiects can be realized only if
st bility follows and democrocy is made secure, I should like to
remark again thot our function at UNCACK is to advise and assist
officials of the Republic of Korea, Our efforts must be coordinated
with the ROK officials in order thot the lsgic of our planning in-
fluence their thinking an< their actiuns to achieve the purpose we
desire, In dealing with the Koreans, I hove found it requires a
great deel .f patience and understanding., They are a proud people,
and we think the Korean officials in genercl are earnest in their
efforts to adjust the econcmy of their country and sre cognizant
of our efforts to assist them,

I shall be in Pusan and trust that any of you who have questi.ns
concerning the operaticns f UNCACK or cther matters rel-ting thereto,
will ask for whot you wish through General Lemnitzer. All of us in

UNCACK will be Jelighted to serve or assist you in every way.
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Supplemental Information Re: Meney Supply Chart

Bank of Korea advances te UN forces %‘426,498 million, wminus UN Forces deposit in bank of Korea
g 9,402 millien = W’417,096 million or 53% of total money supply % 784,237 wmillien - 31 Dec 51,

ote: TInitial payment by Chief of Finance covering sale of won by U. S. accounteble disbursing
of ficers - peried July 1950 - July 1951, W'63,051 millirn (dellar value $12,155,714) is not as
yet applied in reductiern of Bank of Korea advonces to UN Ferces since ROK has not to date

effected reimbursement to Bank of Koreco.

Chiefly consists of the interbranch accounts of individual banking institutions and uncleared
checks and drafts = 48,140 million or 6% of total meney supply ﬁ'784,237 million - 31 Dec 1951,

Leans by all banks, including Bank of Korea, to privatc borrowers and to gevernment agencies

- f 314,889 millicn or 40% of total meney supgly W'784,237 million - 31 Dec 1951, Note: Includes
commercial banks loans beoth to Federation of Finoncizl Asscciation and Financial Associctions,

but excludes interbank lcans which are chiefly form FFL te FA. It also includes those loans made
by the Bank of Korea tc the FFA in its capacity os o government agency (and not as o bank) notably
fer purchasing fertilizer, straw produwcts and rice,

Bank of Korea advances to RUK government nct of RUK goverument deposits in Bank of Koree

ment Berrew- ¥ 202,023 millicn, minus preceeds from sale of aid supplies §f 197,911 millien - ¥ 4,112

inzs minus

Sales &

Supplies:

millien or 1% cf total meney supply W 784,237 million - 31 Dec 1951, Advances to Government
fer depesit in the Counterport Fund are excluded frem "Advances to Gevernment." Deposits
of Ceunterpart fund and preceeds from the sale of ald supplies arc excluded frem "Gevernment

Depersits."”
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Bank Netes in
Circulation:

Renk Deprsits:
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Includes all Bank cof Kerea notes held cutside of banking institutiens, W 537,337 million
cr 68% of total money supply W!784;237 millirn -~ 31 Dec 1951.

Includes depcsits of business enterprises, individuals, government agencles cnd 2 small
emcunt ~f treasury depesits in 21l banks including the Bank ~f Kerea, % 246,900 million
or 32% of total money supply ¥ 784,237 millicn - 31 Dec 1951,

SPECIAL NGTE: Drerp in gevernment borrewings of W{179,600 millirn during peried 30 June 51
to 31 Dec 81 (21% to 1%) is due to follewing changes in related accounts

30 June_}951 31 Dec 1951
Ldvances te Gevernment # 277,328 millicn W 202,023 millicn
Sales of Aid Supplies 93,616 197,911

¥ 183,712 million ¥ 4,112 million

Recapitulaticn: J 183,712 million, minus Jf 4,112 million « Jf 179,600 million

IS [«
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NOTE ISSUE, ADVANCES TC UN FCRCES AND INDEX NUMBERS IN PUSAN

. _ACCUMULATIVE FIGURES ) INDEX FIGURES
Advances Net Proceeds of Soles d/ Whelesale Retail
Netes te of Aid Goeds Price Price Wage
Issue UN Forces have Reduced Teotal Nete- Index Index Index
(billien wen) (billien wen) Issue with (billirn won) (1947-100) (1947-100) (1948-100)

1950 Lpr 61.6 - v/ 339.8 a/ 348.1 262,6
My 58.0 - %/ 334,5 8/ 331.8 250.0
Jun 66.9 - 63.1 348,0 3, 319.3 287.8
Jul 75.2 - g/ g/ 334.6 273,4
iug 84.4 . - 5/ / 413.0 ' 309.4
Sep 94.9 6.2 64.3 174 659.4 359,7
(et 118.8 5.4 64.3 g/ 656.0 y
Nev 150.1 36.3 69.1 720.1 B/
Deo 229.2 54.8 53.8 831.1 o/a/ 953.2 791.4

1951 Jan 282.1 62.8 58.2 g/ 1118.1 849.1
Feh 315.5 7647 65.4 5/ 1398.8 11254
Mar 338.1 101.2 71.0 b/ 1934.0 1227.2
Lpr 365.1 132.5 76.3 1564 ,5 2014.6 1255.7
Vey 391.1 162.0 88.4 1545,.5 1745.7 1334,2
Jun 417.4 198.2 93.6 1670.8 2062,7 1690.3
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:'nclesale price index in Secul.

uata net available,

igs of Uecember 4.

“ithrut these net-prrceeds the total nete issue
wruld heve been higher te the same omcunts,

The $12 millien, recently reccived in partisal
sattlement (fer 63.05 billi~n wen) has neot been deducted.

A cf 16 March 1852,

1951 Jul
Lug
Sep
tct
Nev
DT

1952 Jan
eh
o

a/

r/

o/

a/

4

£/

v/

As.rf 28 March 1952,

‘ L INAIARQIFITD
W

NOTE: Data furnished by RGK Ministrv of Finance.

ACCOMULATIVE FIGURES INDEX FPIGURES
Ldvances T Ne¥ Prroeeds of Sales d/ Whelesale etail T
Netes te ~f Aid Grods B Price Price Wage
Issue UN Porces have Reduced Tetal Nete- Index Index Index
{billirn wrn) (billirn wen) Issue with (billicn wen) (1947-100) (1947-100) (1948-100)

443 .6 231,.7 102.2 2033.4 2553.7 2010.8
454 .4 268,1 105.3 2324.,5 2911,3 2180.1
465,3 302,8 118.9 2550.2 3113.6 2368 .6
495,6 357.2'5/ 1356.3 28561.8 3173.1 2452,9
525.0 375.6 e 164.2 2565,2 2997 .4 2455,2
557.9 417.1 &, 182.3 2599,2 3210.6 2455,2
597.0 476.8 196.4 2751.9 8828.7 3422.9
602.2 503,9 210,3 3347.3 4414,3 3709,7
600.0 537 ,0 215.5 E/ 3703.2 5/ 4814 .7 4283,2
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Apr il

Moy

June

July

suzust

Saptember

C¢atror

MONTH AND
RADIO WO,

GX-5-35694

GX-6-3618

GX-7-2732

Gx-8-2854

GX-9-2673

GX-10-3124
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FXTRACTS FROM FUSAK MONTHLY RADICS TG CINCFE
(N FINANCIAL MATTERS IN ROK
(Nete: & figures are ceomparisrns with previcus menth)

S4LES
$ (000)

1,748

1,436

(Nete:

1,173

1,255

1,039

706

500

DISBURS
3 (00

1,792

2,825

FMENTS LABCR
0) WAGES

Same
(16 ipr 3.%
(ver Gct)

Same

PRICELS

Level

Level

6,000 t~ 1 rate was agreed cu 8 June)

3,207

3,624

Some UN
Indus-~
tries

# 14%

Samz UN
Industries $14%

Crntractual $100%?

4,100

3,880

4,550

UMELASSIHED

Same UN
Centractual $50%

UN $50%
(16 Sept)
Crntractual same

Same UN

4+18.6% retail
$38.0% whrlesale

+18,9% retail

+15% retail

+4% all

Slightly-s%
Lewer

WON IN CIR.

(000,000)

370,020

402,430

415,422

437,995

468,221

467,810

495,559

s x¥'¢?'i



N(‘Vem’(\er

Dogemrer
Joauary

february

MCNTH AND
RADIO NG,

GX-12-2700

GX-4205

CG-4624

GX-T2339

SALES
& (000)

624

508
552

414

e Lil‘h‘UNp%Qﬂhﬂﬂrh
DIS sURS EuiENTS LABCR
v (000) WAGES
(é251)
5,292 Same UN
3,928 Same UN
6,249 Same UN

S,
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PRICES
Slightly-s%
Lewer
Plus 9%
4$15.8%

415.8%

WON 1IN CIR.
¢ 000,000)

525,048

557,926
597,000

602,217

~;£bcli;$/ﬁ?2'
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A PRESENTATION TO THT UN MISSION TC THE ROK
BY COLONEL ALVA 1., FENN, ASSISTANT
FOR COLMAND MATTERE, G-5, GHQ
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11 April 1952

AVPLIFICATION OF THE COMMANDER-IN-CHIEF!S RECOMMENDATIONS
AS TO THE AREAS OF NEGOTIATION WITH THE REPUBLIC OF
KOREA

T Y VAV A VA VA YA VAR V2
rl S O S S S S

I. FINANCIAL:

Having first priority among the areas of
negotiation, is the settlement of the past znd future UN
whan (won) drawings, subject to the limitations expressed
in Terms of Reference governing the Mission,

IT. ECONOMIC:

The project having second recommended priority is
an agreement relating to the relief and support of the
civilian population of Korea, to the extent which it is
deemed to be the responsibility of the Com@ander—in—Chief,
UN Forces,

III. ROK SUPPORT OF ROK ARMED FORCES 4ND PRISIONERS
OF WiR:

If it appears pertinent to the lission that this
subject be given consideration, it is understood that
any negotiations relating thereto must be reported to and
cleared with the United States Government, Such clearance
is to include appropriate recommendations, together with
the justifications therefor. One of the present aims and
objectives of the United States regarding Korea is "to
develop and equip the Armed Forces of the Republic of
Korea so that they may assume increasing responsibility
for the defense and security of the Republic of Korea,®
In order that this may be equitably and realisticaly
accomplished it is invisioned that any United States or

UN assistance should be limited to that which the Republic




of Korea cannot itself provide, tempered of course by
any recurring immediate combal requirements,

It appears from the presentations made to your
Mission, duriag the past week, that the ROK support of
its Armed Forces is limited to personnel, pay, rations,
shelter, transportation and the manufacturing of end
items within its limited industrial capabilities. A
review of the presentations further reveals that certain
raw materials, semi-finished products, some items of
personal equipment, as well as all organizational equip-
ment, weapons, POL and ammunition to the extent required,
must be provided by the United States or the UN.

The ROK Government has been partislly feeding
the prisoners of war until just recently, Although the
Policy for Integration of Forces into UN Command provides
that the "United Natjons Command forces, other thah the
United States forces, will deliver prisoners of war
captured by them or falling into their hands to the United
States forces of the United Nations Command at the earliest
possible date," a determination of the pro rata share
of their support by the ROK Government should be made
inasmuch as the ROK contributions to the over-all effort
are generally limited, It appears just and equitable
that since care and feeding of the prisioners of war are
within ROK capabilities they should assume that respon-
sibility as a part of its contribution to the over-all
UNC effort,

IV. POSITION OF UN TROOPS IN KOREA:

This subject is one which falls appropriately
within the responsibilities, as well as the understanding
of Mr., Shirven, Assistant for Govermment Matters, G-5,

GHQ. Becazuse of the shortness of time and the fact that

NCLASSIFIED
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Mr, Shirven was otherwise” occupied during the period of
“ its formulation, I must announce that my statements
relating to this subject do nct have his full coordin-
ation, He is here, however, and is privileged to tzke
issued with any of the statements that I make.

As announced in the Commander-in-Chief!s memorandum
to your Mission, dated 11 April 1952, this subject has
fourth priority and is an area of negotiation which is
to be cleared with the United States Government, before
any commitment is mede.

Mr. Osborn, the represcntative of the Comptroller
GHQ, in his presentation yesterday, recommended that the
practices znd procedures which have been developed or
which have grown up in Korea should not in all cascs be
formalized or be discussed with an idea of formalization.
He also urged that it was inadvisable to attempt to apply
the provisions of the U. S.-Japanese Agreement in totc to
the Korean situation, He predicabed these comments on the
assumption that this agreement and the NATO Agreement
relate to rights between nations during a peace time
pericd and that the majority of the provisions therein
would probably be abandoned in case of wdr or military
operations within the territories covered by the agree-
ments,

However, in orcer tco provide your Mission with
a2 guide, we have revicwed several agreements with other
countries relating to this subject and are listing some
of the areas included in those agreements for your con-
venience as follows:

a. The right of passage for cur forces and

personnel into, ont of and through Korea,

..
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i.

Je

4QQLZ9

The right to maintain stores of supplies, JZGQQD
as well as services and personnel both
civilian and military, essential to the
maintenance of our forces,

The right of the U, S. to utilize docks,
shipyards, airways, railways and water—
ways with provisions for exclusive or
Joing utilization.

Facilities essentizl for, as well as the
establishment and maintenance of, signal
and postal requirements including the right
to use and repair Korean facilities,
Rights rsiating to public utilities.
asgreement relating to the construction,
maintenance and utilization of pipe lines.
The right to employ indigencus labor out-
lining the mcthod of payment and the
liability therecf.

Rights relating to the preccurement of
indigenous contract services, supplies
and goods, including insur.nce provisions
that such procurement may not adversely
affect the ROK economy.

Exemption of military personnel and other
persons accompanying or serving with the
Armed Forces from the Jjurisdiction of
indigenous courts and police.

Luthority to police areas rescrved for
the exclusive use of UN forces including
releasc, detention or transfer to local
authorities of indigenous personnel arrcsted

or detained by UN forces,

A
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taace”in saking ihwvestigations,

Mutuel desis
coliecting evidence and securing atterdance
of witnesses ia criminal cases tried by
either UV military courts or the courts of
thé Republiz cf Korea,

Exemption from or liability for various
types cf taxes,

Customs ccatrol.

Complote egreement relating to the pre~
curemers. reiention, expansiocn, alteration,
rehedilitation, release and disposal cof
areas, facilities, utilitics, irstallations,
eic., decred essential by the Urited States
in the cordust of hostilitiee -—wisF n zhe
RCK as w2ll as those required or deemed
cesirabls bv the United 3tates in the

concuct of hostilities ageinst an ene

cutsine the territorial limts of the ROK.
Prohibition of political activity.

Suprort of the Korean 89rvice}Corps.
Provision regarding the possession or use

of Military Payment Certificates by un-
astheeized persons,

Prowision thet locel authorities in combat
zones or areas will take such emergency
measures with respect t¢ the Local civilian
populaticn as may be required by GINCUNG

to meet cxigencies of the military situatior.
Loy coniributions, as the ROK equibable siare
of support of the UNC Mission, which are

within the industrial, econcmic and financial

capabilities of the ROK.




% 1 Oct 1950 - 30 June 1951 - shown as FY 51

It, Col, Paul H, Cullen
26=7927

SUMMARY OF RELIEF AND AID SUPPLIES

3¢ More goods were distributed

SIFED RECEIVED, AND DISPOSITION THEREOF

*SKO FY 51 $30,283,410 $23,554,836 $1,187,197 7,123,182,000 $9,658,153 e 12,709,486
SKO FY 52 177,334,999 52,544,037 19,045,635 54,273,810,000 5Q,411,47L #3%6,913,069
TOTAL SKO 207,618,409 76,098,873 10,232,832 61,396,992,000 60,069,624 5,796,417
SUN FY 51 17,061,527 12,509,478 200, 000 1,200,000,000 11,500,000 #4809, 478
SUN FY 52 1,801,368 6,476,615 689,812 I,138,872,000 6,486,000 #6%-699,197
TOTAL SUN 21;862;895 18,986,093 889,812 5,338,872,000 17,986,000 110,281
TOTAL SKO & SUN . 229,478,538 95,084,966 11,122,64L 66,73 5,86l,000 78,055,624 5,906,698
SEC FY 51 None None None None None None

SEC FY 52 . 21,665,973 20,000,000 15,738,842 94,433,051,332 None 4,261,158

1 July 1951 - 29 Feb 1952 - shown as FY 52
#% Carried over to FY 52

during thispcriod than were re~
ceived due to carry over from previous year. “
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CHART NO. 4

ZSTIMATED DOLLAR VALUE ~~ - =~

TOTAL SUN, SK@ AiD SEC DELIVERIES KOREA
FY 52
Period 1 July 1951 — 29 February 1952

* e

»

July 1951 aug 1951 Sept 1951 Oct 1951 Nov 1951 Dec 1951 Jan 1952 Felh 1GH2 Total by Cem—
Gomnod ity Code . mddity Categor
" T Foodstuffs 5, 163,312 2.210,129 2,852,359 11,500,188 3,049,935 3,408,543 1,905,810 3,871,265 = m@ m#m A
lledicel & Senitary Supplies 307,910 202,260 136,386 1,084,884 331,143 398 383 18k 507 145 3508 D08 708
Sosp 19,54 78,731 - 8,572 60 300,881 4,059 i "Ny1,7hb
Solid Fuels — ——— 1,389,525 195,777 ——— — 559,932 — m.Hrm”mu#
Petroleum Préducts 236,870 207,520 209, 583 562, 702 296,006 4pg, 708 715, 825 376,544 3,033,758
Transportation Squipment N 36, 206 24,130 14,681 184,940 475,280 83,408 16,957 965, 602
Communication Equipment —— —— —— 700 —_— — 31,846 2.175 um.umw
Clothing, Shoes & Textiles 1,587,181 462,053 960,783 3,838,212 2,574,631 1,090,310 2,478,798 1,112,940 1k, 40k , 908
Agricultural Sup & Eqpb 3,176,500 4,106,863 1,175,473 1,260,396 — —— 2,700 43 781 9,765, 713
Industrial Repair & Eqpt - = - it 5,831 HH.E.W@ —— 23,380 ! FO.mNO
Other equipment 29,717 2,004 — 37,495 10,115 .89 5,659 11,976 97,055
HUise, Ufg. End Products 23,380 90, 858 163,184 89,106 270,715 388,593 138,299 11,662 1,175,797
liisc, liaterials & Prdducts 6ug, 728 909,033 927,627 753,083 763,621 1,175,169 3,376,237 2,544,461 11,097,959
TOTaL by lonth 11,793,039 8,305,657 (,%39,050 19,475,796 7,886,997 1,677,415 12,487,100 8,458,447 g7, 523,501
GLT Shipped to Korea 99,8389%  107,0938B TH+,28737 160,614,917 95,381,835 103,770  151,492263 67358493 859, 892 .980

Hotes

Quantities and dollar values shown reflect

the most current reporting available at

time cf e¢omputation,
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- FORECAST
CHART NO. 5 ESTIMATED SKO DELIVERIES KOREA
FY 52 AND FY 53
Y . L PORIOD 1 MARCH-31 DEC 52 -
MARCH APRIL MAY . JUND JULY AUGUST
T D T D T D T D T D T
Foodstuffs Lg,000 5,[16,700 12,685 5,000,000 L4g,250 5,600,000 18,750 2,200,000 18,750 2,200,000 18,750
Medical & Sanitary (except momwv 200 400,000 200 400,000 200 400,000 200 Lon,000
Soep
Solid Fuels 29,000 674,000 27,000 602,000 20,00 350,000 20,000 350,000
Petroleum Products 16,000 500,000 16,000 500,000 16,000 500,000 16,000 500,000 20,000 666,000 20,000
Trensportation Equipment 166,000 166,000 166,000 166,000
Commnications Equipment 3,000 1,105,000 3,000 1,105,000 3,000 1,105,000 3,000 1,105,000
Clothing, Shoes & Textiles __ , 500 729,000 2,500
»mza&?umw Supplies & Eqpt 46,000 3,012,000  £1,000 4,180,000 80,000 5,575,000 26,000 1,360,000 17,224 1,400,000
: ndustrial Repalr Sup & Eqpt 50 100,000 50 100,000
N Qsher Equipment
. Misc. Mamifactured End Products
Misc. Material & Products 9,000 982,000 1,000 182,000 8,000 882,000 1,000 182,000 1,000 182,000 1,000
Misc Charges 6,000 6,000 6,000 6,000
TOTALS 152,200 12,561,700 150,935 12,241,000 175,500 14,684,000 g, 950 6,269,000 BT,47H 5,177,000 42,250
Notves wwv All Quantity and Dollear Values BEstimated Amv SUN not Included due to unavailability of
i (2) __411 Quentities Gross Long Tons all necessary information
o (3) Estimated Dollar Values Include Cost of Trans. (6) Estimated requirements for first half W&
o “(4) TForecast is based on FY 53 not yet programmed or in process L%/
y (a) Programs Issued or in Process of being Issued of programring. Not included this N
(v) Shipping forecasts from Source of Origln _ forecast.

(c) Phasing as Stated in Programs Issued
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Ghart No. 6

UNCLASSIFIED

FORECAST
ESTIMATED SEC DELIVERIES
Y 52 and FY 53
Pericd 1 March 31 Dec

JULY

T

Foodstuffs

Medical Supplies & Equipment
Soap

Solid Fuels

Petroleum Products
Traunsportation Fquipment
Communications Equipment
¢lothes, Shoes & Textiles
Agricultural Supplies & Equipuent
Industrial Repair, Equip. & Su
Uther Equipment

iisc., Mfg. End Products

Misc. Charges

Trtals

Netess

(1) A1l Quantity and Dollar Values
(2) 411 Quantities Gross Long [fens
(3) Ferecast is besed on:

Pstimated

(a) Progrems issued or in process cf issue
(b) Shipping forecasts from sourse of orgin
(c) Phrasing as stated in prrgrams issued

(4) SUN mnt included due to non-availability

(5)

995,000 156,000

6,000

1,001,000 156,000

all necessary inforwation

Estimated requirement for last half of
FY 53 not yet programmed or in process
of programming. Not included this
forecast. —

2l

80, 500

11,900 950,000

11,900 1,030,500

LA L

T

16
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M

FACT SHEET

UNITED NATIONS COMMAND PROGRAM FOR
CIVIL ASSISTANCE AND ECONGMIC AID UNCI AcQirirn
KOREA =AVITIE]

1, Unified Command

a., The dollar value of supplies and equipment actually
delivered to Korea in support of the Korean Economic Ald Program
frem 1 July 1950 to 15 March 1952 by the United States Government
agencies is $227,000,000. This figure includes the following:

(1) Supplies and equipment for direct relief and
short term economic aid under the United Nations Command program
from US Funds in the amount -f $101,000,000.

(2) Supplies and equipment procured by ECA during
the period 1 July 1950 to 7 April 1951 for economic rchabilitation
in the amount of $26,000,000,

(3) Civilian type supplies and equipment provided
by the United Nations Command from US Military Funds for common
military-civilian purposes in the approximate amount of $65,000,000,
This category of supplies is provided as a military necessity but
is considered within the framework of Korean Economic Aid since
the Korean economy derives considerable benefit therefrom,.
Included in this category are such projects as construction and
reconstruction of roads and bridges; rehabilitation and improve-
ments to ports and harbors; rehabilitation of railroads, includ-
ing construction and reconstruction of bridges and tunnels; pro-
vision of railroad rolling stock, coal and operating supplies
for the railroad; rehabiliteticn and improvement of communic-
ation: facilities; and rehabilitation of public utilities such

as water works, ice plants, clectric power systems and coal
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(4) Raw materials worth $35 000,000 have been provided
out of US military funds for support of the ROK Army as a military
requirement, These supplies are considered within the sphere.of
the Korean Economic Aid Program, since the manufacture of end
items in Kcrea affccts the Korean economy by sustaining industry
and providing a livelihood for a portion of the eivilian population
and reduces the withdrawal of similar items from civilian supplies.

b, An additional $225,000,000 is the estimated dollar cost
of services consisting of the following: services cf U, S.
Service troops in rehabilitation projects such as are enumerated
in paragraph 1 a (3) ahove; power furnished from floating power
barbes and destroyer escorts; movements cf refugees by ship,
airplane, rail and truck; salaries of all personnel solely
engaged in Korean Economic 4id at all levels,

2, United Nations Contributions

Contributions of supplies and equipment delivered to
Korea from other United Nations member nations and: non-governmental
agencies are estimated at $19,5600,000,
3, In summaery the financial statement for civilian relief and
econcmic aid to Korea may be stated as follows:

Supplies and Equipment from U. S, Governmental
SOUPCES. ¢« ¢ s ¢ o & » s & ¢ & s o s o o o -$227,000,000
Services from U. S. Governmental Sources , . . 225,000,000
Total . . . . .$452,000,000
Contributions from U,N, Member Nations and :
Non-Governmental Agencies . . o« .+ o » » « o__19,500,000

Total 1 July '50 - 15 Mar 152 ., . . .$471,500,000

A. Unitecd Nations Forces Local Currency Expenses

Under the financial agreement between the ROK and the
United Nations Command made 28 July 1950, the United Netions funiing
officer had been furnished a total of 476.8 billjon Korean whan
equivalent to 92 million dollars as of 31 Jamuary 1951, computed
at military conversion rates prevailing at the time of withdrawal.
In this total is included the whan expended for those local

expenses necessary to the military effort. For example expenditures

Mrtmiyeemitlossscic T INCLASSIFIED
i ——
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of whan are necessary for: the payment of wages to the Korean
Service Corps which provides labor support to combat troops,
wages for laborers in supply depots and parts and for labor for
reconstruction of roads and railroads, the payment of freight
charges on the Korean National Railway for the transport of
troops and military supplies and equipment, and local purchase
of suppliess Whan have been sold to non-appropriated fund
activities and individuals in the UN Forces to be used for per=-
sonal local purchases and for pay for personal services. It
will be noted that 211 of the whan has bsen spent in the Korean
Economy with none leaving the country, Of the whan which have
heen sol@ to_individuals of the UN Forces, reimbursement of

over ¥12,000,000 has been made by the US Chief of ¥Finance,

s o T oy
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